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[magine yourself surrounded by yourself experiencing standards of 
15 acres of lush tropical gardens service and accommodation that 
in the heart of the city. Imagine have become legendary in the East. 


IN SINGAPORE WHERE E! 


FOR RESERVATIONS CONTACT SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 © HONG KONG (5) 810 7782 e KUALA LUMPUR (03) 230 6; 
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Imagine yourself at the Shangri-La n e Shangri La hotel 
Singapore. One of the best hotels to — 4:55 ae E SINGAPORE — 
be found anywhere in the world. 49773977 PAN "A SHANGRI-LA INTERNATIONAL rom Fbrs 2N 
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«Je suis la Beauté - Paris». When we asked the Czechoslovakian artist, Kolar, to interpret The Fine Art 
of Flying he responded with his famous, multi-image rollage technique. "Paris", he reflected, “is a love 
affair with a fascinating woman - she will open many worlds to you and yet always draw you back”. Air 
France leaves Paris for the world more than 150 times every day. And every flight is a love affair. 


Connections make the world go round. 
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There's Something about us 
we just cant hide . 


Why should we ? cdm 
Sari fücific Jakarta is a very friendly 
hote/. Who else would send someone fo | 

wait for you at the airport ina ! 
green jacket with a pink. heart? 
Thats how heartwarming we can be. - 

We fake care of you. Whether gou re on 

business on holiday, youl enjoy Our Warm 

friendly Service, happy atmosphere anc — 
hod thats loo good fo be fae. 0 
After all, IFs not easy fo hide a hovel — 
with heart. Is it? oS 






















HOTEL 


JALAN M.H. THAMRIN, P.O. BOX 3138, JAKARTA 10340, INDONESIA. 
TEL: (21) 323-707, TELEX: 44514 SARIPA IA, FAX: (21) 323-650 





For reservations: Sydney (02) 264-1122 Tokyo (03) 214-3001 Osaka (06) 227-1347 . Hong Kong. (5) 891-57. 

Singapore (65) 339-4688 London (UK and Europe) (01) 491-3812 : ^ Vancouver (604) 662-3223 — 

USA (Nation-wide) (800) 663-1515 Golden Tulip International British Airways Associate Hotels — 

UTELL international Horis Swissair — Concordia/Sahara Lufthansa Hotel Reservation System 
` 39 PAN PACIFIC HOTELS An Ocean of Hospitality”: 















Whó says you 
have to work 
all the time? 


Holiday Inn knows it’s not business all day, every day. You even 
have the occasional vacation. So at all our 1,593 hotels worldwide 
you'll find the best leisure facilities available. 

From the skifields and alpine beauty of Queenstown, New 
Zealand to the exotic scenery of Tibet. Or on a journey of discovery 
to Malaysia’s Kuching and Penang, and beyond to Thailand’s Phuket, 
Holiday Inn makes it easy to relax. 

Every Holiday Inn in Asia and the Pacific is perfectly positioned 
for time out; so you don’t have to work hard to enjoy your vacation 
or your hours off. The right reason to choose Holiday Inn first. 


— — — — LOCATION * COMFORT * VALUE 


TheWorlds First Choice 


3€ otday Inn 


For further information and reservations: 





Contact your travel agent, any Holiday Inn (worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon. Hong Kong. 
Tel: 57215161. Telex: HX38670. Cable: INNVIEW. Fax: 3-695672. 

33 Holiday Inn hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo -+ 
Damai Beach Malaysia + Guilin + Hong Kong * Islamabad + Johor Bahru + Kanazawa + 
Karachi + Kuala Lumpur + Kuching + Kyoto * Lhasa + Manila + Nagasaki + Narita + New Delhi + 
Osaka + Penang + Phuket + Queenstown New Zealand + Singapore + Sydney + Tokyo + 
Toyohashi + Xian + Yokohama 






Vietnam's goals 


Jonathan Pollack's [THE 5TH COLUMN, 
22 Sept.] undocumented claim of Viet- 
nam's “goal of hegemony over In- 
dochina" contradicts Hanoi's assess- 
ment in 1982 that it would take eight 
yearstotrain an army ofthe People's Re- 
public of Kampuchea to contain the Pe- 
king-supplied forces of Pol Pot. Viet- 
nam's eagerness to withdraw from Cam- 














































wants to keep Vietnamese troops until ap yy 
least 31 March 1990 if necessary. Thé * 
meeting in Peking between representat“ 
tives of China and the Soviet Union was | 
about when China plans to stop supply- 
ing Pol Pot, whereupon both the Soviet 
Union and Vietnam could redeploy their 
resources to domestic priorities already 
identified in their latest party congres- 
ses. Meanwhile, the bartering of Viet- 
nam's commodity trade (in natural rub- 
ber, etc.) for Soviet manufactured 
goods, oil, and technical assistance has 
been asserted in some quarters of Viet- 
nam, based on the increasing world mar- 
ket prices of these commodities, to 
favour the interests of the Soviet Union, 
contrary to Pollack's assessment. 

Honolulu Michael Haas 





Pointless debate 


The People's Action Party (PAP) of 
Singapore is fond of conducting public 
inquiries in the manner of school chil- 
dren assembled under the watchful eye 
of a headmaster. Such was the nature of 
the debate on the amendment bill on 
Team MPs, to which Singaporeans were 
invited to submit their views. I too sub- 
mitted my views like Manuel J. 
Pakianathan [LETTERS, 4 Aug.] and of- 
fered to appear before the commission. 
I received an acknowledgment stating, 
“the contents of your letter have been 
placed before the select committee.” 
That was all the PAP government could 
do. I was neither called up to give my 
views nor was my written submission 
published for the public to read. Appa- 
rently, views such as ours are not palata- 
ble. 

I had in my written submission 
pointed out that the PAP’s idea of pro- 
viding minority representation through 
Team MPs exhibits logical fallacies and 
leaves the minority races feeling de- 
ceived. Thus our national pledge — “re- 
gardless of race, language or religion” 
— only proves to be that of a cock crow- 
ing on its own dung-hill. 

The Workers’ Party’s views were jj 
also not heard. They too have rightly j4 
said that, “the proposed changes do not 
protect minority rights if that is the pur- 
pose for the change.” 

If the conclusions of a debate are 
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e THERE IS SOME PLACE 
- rr LIKE HOME. 


= = hen you or your employees 
are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 
Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 
All the comforts of home to keep you and your employees happy and 
productive when they’re traveling. 
At half the cost of a hotel. 


ALL THE COMFORTS OF 
A RESORT HOTEL. 


You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis 


day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts* 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

*Facilities may vary by location 


WE'LL EVEN KEEP YOUR COMPTROLLER HAPPY. 


Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 

Oakwood Corporate Apartments. 

A place to call home for 30 days or more. 


Qbkutood” 


Corporate Apartments 


2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 
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foregone and the PAP is intent on carry- 
ing it out willy-nilly, however illogical it 
is shown to be, then such debates are a 
waste of public time and money. 

Singapore A. L. Sundram 


Not on the market 


With reference to your article, Malay- 
sian art for money's sake [25 Aug.] 
about my late father Yong Mun Sen's 
collection, the statement made by 
Redza Piyadasa is not correct. The fam- 
ily only offers the collection to the Na- 
tional Art Gallery and other national in- 
stitutions in Malaysia and not to the 
local market. The question of flooding 
the market, therefore, does not arise. 

Penang Yong Kheng Wah 


Beleaguered tribals 


| Salamat Ali’s coverage on the Chakma 


issue in his article Talking with the tri- 
bals [REVIEW, 1 Sept.], though fairly in- 
formative and largely accurate, fails to 
focus on some issues which are crucial 
for understanding the political-eco- 
nomic-ethnic problems in the Chit- 
tagong Hill Tracts (CHT) in 
Bangladesh. Given that visits to CHT 
by foreigners are restricted, Ali’s lack of 
details is understandable. 

The Shanti Bahini was not a creation 
of the Pakistan Government, but was 
started by hillmen, ex-members of the 
Bangladesh Freedom Fighters, who 
were disgusted at their Bengali col- 
leagues’ massacre of tribals at Panchari 
in December 1971 and the develop- 
ments thereafter. The Shanti Bahini 
was organised as a guerilla force in 1975. 

The settler issue in CHT is not just a 
matter of the Bangladesh Government 
opening up the hills to Bengali Muslim 
plainsmen . In fact, under the late presi- 
dent Ziaur Rahman’s orders, 250- 
300,000 Bengali Muslims were settled in 
the hills from 1979 onwards under a 
project initiated, financed and im- 
plemented by the government. The hill 
people believe this was a measure to 
make them a minority in their own land. 

Ali’s articles failed to explain the in- 
flux of hill people to Mizoram and Tri- 
pura in India which was set in motion by 
plundering and killing perpetrated by 
armed Muslim settlers, often aided by 
| the Bangladesh army. On the pretext of 
providing security to the Muslim 
settlers, the Bangladesh Government 
has given them modern weapons and 
the necessary training to use them. 

In the most recent atrocity, which 
took place on 8-11 August, hundreds 
were killed and thousands rendered 
homeless. News ofthis slaughter has not 
yet found its way to the state-controlled 
press and media. 

The present situation in CHT is tense 
and most tribals fear attacks by the 
armed settlers in the guise of a village 
defence party. 

In such a situation, it is difficult to 
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Two extra inches of elbow room for every window seat 
is just one of the little ways the MD-11 will make a big 


difference in passenger comfort. | 
In designing an all-new interior, we kept in mind 
the rigors of a 14-hour flight. The need for leg room. 


Elbow room. Room in general. Comfort in particular. 

That's why the MD-11 has 50 percent more overhead 
storage space for carry-on luggage. State-of-the-art passenger 
entertainment capabilities like an advanced sound system. 

A zone-controlled air-conditioning system. Bigger windows for 
a better view. A quieter interior. And more exclusive extras that add 
up to a more comfortable plane. And a more comfortable passenger. 

We know that during a long ride, those are the extras that can 
make all the difference in the world. 


MCDONNELL DOUGLAS 








JAPAN: 
MURAKITRADING CO. INC 
PO. Box Nihonbashi No 278 
3-Chome, Chuo-Ku 

TOKYO 103-9 
Japan 


SINGAPORE: 
CORTINAWATCH CENTRE PTE. LTD. 
Funan Centre 02-15/17 

109, North Bridge Road 
SINGAPORE 0617 


MALAYSIA: 
CORTINAWATCH SDN. BHD 
Lot KLG. 2, Lower Ground FI 
Sungai Wang Piaza 

Jalan Sultan Ismail 

KUALA LUMPUR 





AUSTRALIA: 

WORLD FAMOUS GIFTS (Aust.) 
Box 891 

G.P.O. SYDNEY 2001 


JEAN D'EVE WATCHES 





KONG KONG: 

JEAN D'EVE HONG KONG LTD 
81, Nathan Road 

Ground Floor 

KOWLOON 

Hong Kong 


THAILAND: 

FLABBUS CO. LTD 

89/36 Univest Bldg. 8th FI 
Radjdamri Road 
BANGKOK 10500 


SOUTH KOREA: 

HAEYOUNG COMMERCIAL CO. LTD. 
K.P.0. Box 848 

Seoul 


USA: 

JEAN D'EVE NORTH AMERICA INC. 
Trump Tower 725, Fifth Avenue 
New York 

N.Y. 10022 


2301 La Chaux-de-Fonds / Switzerland 


tel. 039/23 01 23, fax 039/23 80 23, tx 952 228 
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believe that the tribal refugees in India 
would feel secure enough to return to 
Bangladesh. The declaration of Islam as 
state religion has served only to increase 
the sense of foreboding in the hills. 

Dhaka C.M. T. 


Lessons from culture 


As always with Geremie Barmé, his ar- 
ticle on the Chinese TV series River 
Elegy [REVIEW, 1 Sept.] was penetrat- 
ing and stimulating. As his article indi- 
cated, Chinese history not only seems to 


| go in circles, but wearily retraces the 


same old circles. I profoundly sympa- 
thise with the longing of the makers of 
River Elegy to break away from the ac- 
cumulated garbage of 5,000 years. If 
only Lu Xun's works were read and his 
insights carried through into action, in- 
stead of languishing on so many book- 
shelves! 

However, I do not agree with Su 
Xiaokang's sweeping judgment, “our 
civilisation is moribund." I also disagree 
with Barmé's even more sweeping ref- 
erence to "decayed and impoverished 
cultures such as those of the Middle 
East, Africa, South America and India" 
(that is, most cultures except for West- 
ern culture). 

I agree that China urgently requires 
the study of Western and other cultures, 
and perhaps especially Western politi- 








cal philosophy, to break out of its end- 
less circles. But the notion that Western 
culture is intrinsically superior to 
Chinese culture (or cultures of the Mid- 
dle East, Africa, South America and 
India) is laughable. There is much in 
Western culture (in the broadest sense 
of the term) that is as rotten as anything 
in Chinese culture. 

A radical reinterpretation of ancient 
Chinese culture, as Kang Youwei nobly 
if naively attempted, is just as essential 
in China as assiduous study of the West. 
After all, the Renaissance in the West 
largely centred around the study of 
classical culture. This may be exactly 
what the makers of River Elegy are 
seeking to do, but it sounds from 
Barmé's review as though sweeping 
condemnation is being substituted for 
an objective appraisal of strengths and 
weaknesses. 

Many people in China and elsewhere 
imagine that because the West has been 
triumphant in military might and 
technology, that means Western culture 
is superior. 

History is usually written from the 
viewpoint of the victor. But if the on- 
rush of Western technology is not to re- 
sult in the extermination of life on the 
planet, I believe it is as urgent that we in 
the West learn from China as that the 
Chinese learn from us. 


Wellington J. D. Morgan 





A New York Home 
At Trump Pare: 
The Corporate View. 


Top foreign executives based in New York have quickly discerned the many 
advantages of a corporate home at Trum 
right on Central Park assures an easier li 
in Manhattan. Shown here is the view from the “A” residence, overlooking the 
Park. There are 3Y, baths, an eat-in kitchen and a complete roster of exceptional 
Trump Pare services* that further enhance 


the daily quality of life for the busy 
executive abroad. | your company is 
considering a New York corporate 
residence, ‘Trump Parc is a serious 
and impeccable choice from 

every standpoint. 


IMMEDIATE OCCUPANCY 


A very few choice residences are available. Some rentals are currently available of already purchased 
residences. By appointment only please, 212-247-7000. Trump Parc Condominium Sal. 

106 Central Park South, New York, New York 10019. Trump Parc homes presently priced from 
$198,000 to over $4,000,000. Telex 9102406308. Fax 212-957-9260. 


"Maid and Valet Service and on-premises garage are available at an additional cost 
This does not constitute an offering. The complete offering terms are in an offering plan available from the sponsor A 
cm 


Not an offering to N.J. residents or where prohibited by law. 


P Parc. The uniquely accessible location 
e 





and provides the most spectacular views 
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It will 

take two 
years 

for the 
average DP 
department 
to catch up 
with 
demand 

for new 
applications. 


UNISYS 


The power of ? 


1988 UNISYS CORP. 


A Unisys computer 
system will get you 
ahead, instead of keeping 
you years behind. 

Our fourth-generation 
languages cut program- 
ming time by a factor 
of 10 or more. 

With Unisys 4GLs, you 
can quickly develop new 
applications and build 
an integrated software 
system. Backlog is 
dramatically reduced. 
You'll be able to give your 
user community better 
command of the 
information it needs. 

Unisys is a US$10 billion 
international information 


systems company that 
offers an integrated 
product line, from micro 
to mainframe. Our 
systems give you a 
continuous growth path 
of more than 144 times 
in computing power, 
saving costly software 
conversions. 

We believe that by 
providing better 
information you can 
make better decisions. 

And a system that 
helps you get ahead is 
the best decision of all. 
BETTER INFORMATION. 
BETTER DECISIONS. 












WHEN YOU WANT TO 
OPEN THE RIGHT DOORS 
IN CHINA, REMEMBER 
THAT OURS HAVEN'T CLOSED 
SINCE 1858. 


In 1858, we opened a branch in Shanghai, to serve 
trade between China and the rest of the world. 

Long before any other Western banks opened 
branches, it had become so well-established that 
the Chinese gave it a name in their own language. 

(Even today in Shanghai, many people will 
be able to help you if you ask for directions to 
“Makalee”.) 

Perhaps even more remarkably, it has provided 
an uninterrupted service ever since it began. 

Today, it has been joined by offices in Beijing, 
Xiamen, Guangzhou, Shenzhen, Zhuhai and Dalian. 

Which suggests that when you need informa- 
tion and expert services to help you seize the 
burgeoning opportunities for business with today’s 
China, Standard Chartered is the bank you should 
talk to first. 

It also says a good deal about the depth of our 
involvement in the countries where we work all 
over the world. 

In China, Standard Chartered can offer you 
all the local knowledge, contacts and services to 
help you do better business. 

Put us to the test. Bring your toughest prob- 
lems to your nearest branch. 

You'll find an ever-open door. 


Standard £ Chartered 
STRENGTH IN M ACROSS THE WORLD. 


STANDARD CHARTERED BANK, GPO BOX 21, EDINBURGH TOWER, THE LANDMARK 
15 QUEENS ROAD CENTRAL, HONG KONG, TELEPHONE: (5) 842233 
STANDARD CHARTERED BANK, 6 BATTERY ROAD, SINGAPORE 0104, TELEPHONE: 2 
STANDARD CHARTERED BANK, 2 JALAN AMPANG, 50450 KUALA LUMPUR, PENINSU 
TELEPHONE: (03) 2325555 
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Soviet Union opens up 
Vladivostok port region 
The Soviet Union announced 
on 24 September that the 
Primorskiiy region, where the 
port of Vladivostok is situated, 
will no longer have closed bor- 
der-zone status. The move 
paves the way for the develop- 
ment of special trade zones in 
the Soviet Far East, as outlined 
by Soviet leader Mikhail Gor- 
bachov in his recent speech in 
Krasnoyarsk. 

— Sophie Quinn-Judge 


Japanese parliament 
extends tax session 

A 70-day extraordinary session 
of Japan’s parliament, con- 
vened in July to discuss the 
government's tax-reform pack- 
age, was extended for an addi- 
tional two months on 26 Sep- 
tember after making minimal 
progress. The meeting was 
boycotted by three out of the 
four main opposition parties. 
The Democratic Socialist Party 
attended but voted against the 
extension. — Charles Smith 


Sino-Mongolian ties 
improving gradually 
The first visit to China in 28 
years by a Mongolian par- 
liamentary delegation in Au- 
gust ended with both sides ex- 
pressing satisfaction with cur- 
rent relations at the state level 
and hoping for modest deve- 
lopments in economic and cul- 
tural fields. However, there 
are no signs yet of the two 
countries restoring inter-party 
relations which were discon- 
tinued in the 1960s. 

— Alan Sanders 


Indian communist parties 
in ideology clash 
Although the  pro-Moscow 
Communist Party of India and 
the stronger Communist Party 
of India — Marxist (CPI-M) 
continue to share a public plat- 
form to agitate against Prime 
Minister Rajiv Gandhi, open 
ideological warfare has broken 
out between them over the 
CPI-M's publication of a party 
document criticising the cur- 
rent thrust of Soviet policies. 

— Salamat Ali 


Indonesian general 

ousted from parliament 

A member of the armed forces 
faction in Indonesia's national 
parliament, who interrupted 
the March session of the 











People's Consultative Assem- 
bly which re-elected President 
Suharto, has been relieved of 
his parliamentary seat. Brig.- 
Gen. Ibrahim Saleh made an 
impromptu speech which ap- 
peared to criticise the process 
of selecting the vice-president, 
but was escorted out before 
he could finish. 

— Michael Vatikiotis 


Mahathir rejects appeal 

by DAP detainees 

Five detained leaders of 
Malaysia’s main opposition 
Democratic Action Party 
(DAP) have been barred from 
holding office in the party, a 
DAP official said on 27 Sep- 
tember. Prime Minister and 
Home Affairs Minister Datuk 
Seri Mahathir Mohamad re- 
jected an appeal by the five — 
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including parliamentary oppo- 
sition leader and party secret- 
ary-general Lim Kit Siang, 
deputy chairman Karpal Singh 
and deputy secretary-general 
P. Datto — against the decision 
by the Registrar of Societies to 
invalidate their April election 
to the posts. Persons detained 
under the Internal Security Act 
are barred from holding office 
in political parties. The five 
were among 106 activists de- 
tained without trial last Oc- 
tober. — Nick Seaward 


US-Vietnam team begins 
first joint MIA search 
Six American experts arrived 
in Vietnam on 25 September to 
begin the first joint Vietnam- 
US search for witnesses who 
saw Americans missing in ac- 
tion (MIAs) during the Viet- 
nam War. The 10-day effort to 
unravel the fate of nearly 1,800 
MIAs will focus on three areas 
north of Hanoi. A second team 
has begun investigating crash 
sites of American military air- 
craft near the former strategic 
Ho Chi Minh trail in Laos. 

— Murray Hiebert 








BUSINESS 


Kwok family members 
charged with share theft 
The former chairman of Hong- 
kong’s Wing On Holdings and 
Wing On Bank, Philip Kwok, 
appeared in Central magistracy 
on 29 September charged with 
theft of HK$20 million 
(US$2.56 million) worth of 
Wing On Corporate Manage- 
ment (WOCM) shares. 
Another family member, 
Kwok Man-cho, with current 
or past directorships in the 
company and bank, was also 
charged. 

Philip Kwok is a govern- 
ment-appointed member of the 
Urban Council and vice-chair- 
man of the Basic Law Consul- 
tative Committe, a Peking-af- 
filiated body. In July, his sister 
Genevieve was charged with 
stealing 5 million shares of 
WOCM. Wing On Bank had to 
be rescued in 1986 and is now a 
subsidiary of Hang Seng Bank. 

— Emily Lau 


Vietnam issues foreign 
investment regulations 
Vietnam's Council of Ministers 
promulgated a decree spelling 
out the country's foreign in- 
vestment by-laws in early Sep- 
tember, nine months after the 
national assembly passed the 
new investment law. Foreign 
businessmen considered the 
law one of the most liberal 
among communist countries, 
but they have been reluctant to 
invest because Hanoi has been 
slow to prepare regulations. 

— Murray Heibert 


New container link to ease 

Thailand's port congestion 
American President Lines 
(APL) began a container link 
by rail from the Thai Eastern 
Seaboard port of Sattahip to 
Bangkok on 20 September. 
APL, and possibly other lines, 
expect to be able to discharge 
and pickup when the link is 
running smoothly. The new 
service should alleviate some 
of the congestion at the main 
port of Klong Toey caused by 
heavy throughput and misman- 
agement. — Paul Handley 


Standard Chartered 

fends off Fred Lee 

Taiwan businessman Fred Lee, 
who is charged by the US Sec- 
urities and Exchange Commis- 
sion with involvement in in- 
sider-trading deals worth 
US$19 million, has lost his bid 





to have funds released from 
two Hongkong bank accounts 
of companies he controls. 
Hongkong's High Court on 22 
September ruled that Standard 
Chartered Bank need not re- 
lease the funds, saying the 
bank is a “constructive trustee 
of such funds" and has no con- 
tractural obligation to comply 
with Lee's instructions. The 
funds — US$10 million plus 
smaller amounts in Canadian 
and Hongkong currencies — 
are subject to a New York 
court order. — Emily Lau 


Philippine tax collection 
undershoots target 
Philippine tax collections for 
the first eight months of 1988 
were 7.3% below the target of 
P46.6 billion (US$2.19_ bil- 
lion), raising fears of lower 
government spending for the 
remainder of the year because 
the peak tax-collection period 
is over. Collections under the 
new value-added tax system on 
local sales transactions were 
19% below target. Income-tax 
collections of P19.1 billion ac- 
counted for the biggest share. 
The Bureau of Internal Rev- 
enue plans measures that will 
step up collection efforts and 
widen the tax base. 

— Jose Galang 


South Korea plans farm 
liberalisation schedule 

To defuse continuing US trade 
pressure, South Korea will an- 
nounce a schedule for agricul- 
tural liberalisation by the end 
of the year, according to De- 
puty Prime Minister Rha 
Woong Bae. Seoul’s trade 
surplus with the US narrowed 
to US$5.34 billion during the 
first eight months of this year, 
compared with US$6.09 billion 
last year, but the total current- 
account surplus widened to 
US$8.01 billion, from US$6.07 
billion last year. — Mark Clifford 


Nagoya exchange to trade 
stock-index options 

The Nagoya Stock Exchange, 
Japan’s third-largest bourse 
with a turnover 5% the size of 
Tokyo’s, wants to begin trad- 
ing stock-index options in the 
second half of next year. The 
index will consist of 25 stocks 
from a cross-section of Japan- 
ese industry designed to match 
closely movements of the Nik- 
kei and Topix share indices. No 
exchange in Japan has a con- 
tract in share options, though 
Tokyo and Osaka are planning 
to introduce one within the 
next year. — Nigel Holloway 
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CURBING CORRUPTION 
 Pekingi is to conduct a high-level 
investigation into the activities of 
several prominent Chinese 
corporations in a bid to allay public 
anger over bureaucratic corruption. 
China International Trust and 
Investment Corp. (Citic), 

Everbright Industrial Corp. and Kang 
Hua Corp. are on the list. Kang Hua, 
a newly formed company seeking 
ministerial status similar to that of 
‘Citic, is closely associated with the 
China Welfare Fund for the 
—Handicapped, which is headed by 
_ peremoont leader Deng Xiaoping's 
andicapped son, Deng Pufang. 
Peking is understood to have asked 
Kang Hua to cur i 
activities and to sever ties with the 
fund. 


SUPPORT FOR SIHANOUK 


When Cambodian resistance leader 
Princé Norodom Sihanouk visits 
Washington in October to meet 
-President Reagan and senior officials 
and congressional leaders, he is 
expected to receive increased 
financial support for his faction. This 
- could help make up for the 
that China recently cut 
al contribution it makes 
janc travel and upkeep, 

se of unhappiness with his 
cent d iations of the 
communist Khmer Rouge faction. 


_ SAVING FACE 
Attempts by Indonesia’s energetic 

* new Oil Minister Ginanjar 

. Kartasasmita to persuade the Opec 
price committee to hold its meeting in 
the resort island of Bali failed after 
the other committee members opted 
for the more convenient European 
~ location of Spain. However, the 
committee eventually agreed asa 
face-saving measure to meet in the 
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Indonesian Embassy in Madrid — 
making Indonesia at least the 
technical host for the meeting. 


LAND SPECULATION 


The prospect of a major political 
change in Burma has encouraged 
Thai land speculators to move in on 
Thai-Burma border areas. Land and 
buildings in major trade depots such 
as Mae Sae and Mae Sot are becoming 
popular with Bangkok-based 
investors who hope for freer trade if a 
more liberal government takes over. 


ave REALPOLITIK 


The inclusion of a 
24-hour stopover 
in West Berlin on 
Malaysian Prime 
Minister Datuk 
Seri Mahathir 
Mohamad's five- 
day official visit to 
West Germany 
prompted a 
diplomatic 

: protest from the 
East German ambassador to Kuala 
Lumpur. East Germany argued Bonn 
had no jurisdiction over 
internationally administered West 
Berlin. Last-minute attempts by the 
Malaysian Foreign Ministry to have 
the West Berlin leg downgraded to a 
private visit were rebuffed by the 
West Germans who threatened to call 
the whole visit off if Malaysia 
insisted. The official visit went ahead, 
with Mahathir signing the VIP 
visitors' book and calling for more 
West German investment in 
Malaysia. 








| FIELDS OF TRADE 


Vietnam is preparing to send a high- 
level trade delegation to Thailand in 
the next few weeks to discuss trade 
and economic cooperation. The 12- 


| with both North and South America, | 





14-member team, which is expected 

to be headed by Vice-Premier E 
Nguyen Khanh, will include officials 
responsible for implementing 
Vietnam's new investment law. ] 
Vietnamese Foreign Minister Nguyen - € 
Co Thach proposed the delegation to | 
Thai Prime Minister Chatichai 
Choonhavan in August, after the 
latter declared that he wanted to turn 
Indochina's battlefields into trading: 
markets. 


SHIPBUILDING CARTEL 


Representatives from major 
shipbuilders in the EC, Japan, 
Finland and South Korea will meet i 
Seoul beginning 25 October to try and 
form a cartel to stabilise depressed. 
ship prices. The meeting is the firs 
private-level initiative by shipbuilde 
and is organised primarily by the: 
Europeans. Japan and EC officials | 
have been meeting since April to try 
and work out a cartel arrangement to 
boost prices; a meeting of their group, 
joined by South Korean and pee 4 
Finnish representatives, is also. 
expected to take place. in Tokyo; in. 
October. 


AMBASSADORIAL MESSAGE c 
Chinese Vice-Foreign Minister Zhu 
Qizhen is tipped to be named the next 
ambassador to Washington, probably — 
shortly after November's US. |... 
presidential election. Zhu, who | 

currently oversees foreign relations 



























would replace Han Xu, who has 
served since May 1985. The 
appointment of a diplomat of Zhu's 
seniority could be intended to signal . 
the importance Peking attaches to _ 
ties with the US at a time of 
improving Sino-Soviet relations, | 
especially as rumours continue that 
China will invite Soviet leader 
Mikhail Gorbachov to visit in 1989. 

















THE WEEK 
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AFGHANISTAN 
A rebel missile attack on Kabul killed 21 
poopie and wounded 23, it was reported (26 
= Sept). 


BANGLADESH 

Journalists and other newspaper employ- 
ees staged a wildcat strike to protest against a 
government ban on the local mass circula- 
tión Daily Inqilab (27 Sept.). 


_ BURMA 

Security forces killed 21 looters in inci- 
| dents over the weekend, the Burmese state 
radio said-(25 Sept.). The Burma Socialist 
- Programme Party changed it name to the 
< National Unity Party (26 Sept.). Retired 
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brigadier-general Aung Gyi was named 
chairman of a unified opposition (27 Sept. ). 


CHINA 

Sri Lankan Prime Minister Ranasinghe 
Premadasa met Deng Xiaoping in Peking (27 
Sept.). 


INDIA 

Prime Minister Rajiv Gandhi quashed a 
press bill which, it was widely believed, 
would have curtailed press freedom. (23 
Sept.). Suspected Sikh militants killed a 
prominent Hindu politician in New Delhi (26 
Sept.). Soviet Defence Minister Dmitri 
Yazov arrived on an official visit. About 
2,000 people were reported missing as floods 





devastated four north Indian states GT. : 
Sept.). ; 


SOUTH KOREA ; 
Radical students hurled firebombs and 
stones at riot police and defaced. an Olympic - 
flag during a protest against the games (27. | 
Sept.). Students protesting against the arrest. 
of three of South Korea’s most powerful stu- = 
dent leaders threw stones and firebombs at- | 
police and threatened to disrupt the Games: 
unless they were freed (23 Sept. y: 


SRILANKA 

Supected People's Liberation Front gun- 
men killed Rehabilitation and Reconstruc- 
tion Minister Lionel Jayatilleke (26 Sept. ). 
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Coup leaders pledge elections but gun down protesters 


Promises and bullets 


By Bertil Lintner in Bangkok and Lin Neumann in Rangoon 


B the aftermath of Gen. Saw Maung's 
18 September coup, Rangoon resem- 
bled a city under hostile occupation. 
The capital appeared calm, with hun- 
dreds more people massacred following 
the takeover as part of the harsh sup- 
pression of Burma's militant student 
movement, ending the previous carni- 
val-like, pro-democracy demonstra- 
tions. But observers said the repression 
had not ended opposition to the regime 
and that hatred of the country’s military 
rulers appeared even deeper than be- 
fore. 

"How will they get the government 
going? Do they think they can shoot 
people into working for them?" opposi- 
tion leader Aung San Suu Kyi said in an 
interview in Rangoon. 

The State Law and Order Restora- 
tion Council, which was set up by Saw 
Maung when he assumed power, or- 
dered striking civil servants and labour- 
ers back to work on 3 October, but a for- 
eign businessman in Rangoon said he 
doubted the military could get even 
their government ministries organised. 
He was present when Maj.-Gen. Chit 
Swe, the newly appointed minister of 
cooperatives, was due to inspect his new 
offices after the coup. The only people 
in the building were three heads of gov- 
ernment corporations — and the prem- 
ises smelled of rubbish, sewage and 
weeks of neglect. The officials could not 
predict when normal operations would 
be resumed. 

Throughout the capital, many Bur- 
mese speak of keeping the spirit of pro- 
test alive by resorting to civil disobedi- 
ence aimed at paralysing the new ad- 
ministration. Meanwhile, in the areas 
bordering Thailand, small groups of 
hardcore students have contacted 
ethnic rebels fighting against Rangoon 
for military training in preparation for 





urban guerilla attacks on specific targets 
in the capital and elsewhere. 

In the mountainous areas bordering 
Thailand and China, various insurgent 
groups have stepped up their operations 
since the military crackdown in Ran- 
goon began. Ethnic rebels from the 
Karen minority are engaged in heavy 
fighting aimed at recapturing their old 
camp of Maw Tha Waw, which was lost 
to government forces in January 1984 
(REVIEW, 5 Apr. '84). Shan guerillas 
making up the 768 Brigade of the Com- 
munist Party of Burma and led by Sai 
Noom Pan and Michael Davies, a Welsh 
Shan rebel chieftain, launched a suc- 
cessful attack on the garrison town of 
Mong Yang near the Chinese border re- 
cently and heavy fighting there is still 
continuing. 

“Previously, we did not want to take 
advantage of the situation and give the 
[government’s] army a pretext to stage a 
coup by increasing our activities. Now, 
that has changed and we have launched 
attacks on government positions all 
over the country,” Brang Seng, the 
leader of the Kachin ethnic insurgents, 
told the REVIEW from Tokyo where he 
is attempting to gain international sup- 
port for the rebel cause. 

Meanwhile, the three main over- 
ground opposition leaders in Rangoon 
on 24 September joined forces under the 
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Like father, like daughter 





umbrella of the National United Front 
for Democracy. Three days later, Aung 
Gyi was named president ofthe new poli- 
tical party, renamed the League for 
Democracy. Tin U was named vice-pre- 
sident and Aung San Suu Kyi secretary- 
general. They indicated that they would 
participate in general elections, prom- 
ised by the military regime — ifthe mili- 
tary first freed all people taken into cus- 
tody, announced the number of persons 
killed and wounded by the army, and al- 
lowed a free press. They also reiterated 
their call for an interim government to 
organise the elections. 


Auiss see this as a political move 
to further undermine the credibility 
of Saw Maung's junta. However, by 
playing a political game with the junta, 
the opposition may regain some of its 
now almost lost momentum at a time 
when military suppression, including 
summary executions of students, has 
spread throughout the country. 

But Burmese sources also speculate 
that the move could distance the three 
leaders from the increasingly militant 
students who want to resort to armed 
struggle against the regime and boycott 
any of its initiatives. These opposition 
leaders have sought to dissuade stu- 
dents from their near-suicidal desire to 
take up arms against the military 


Inside Ne Win's ‘dynasty’ is a ruthless woman 


T5 motivation of Burma's top lead- 
ers is baffling. Although the entire 
nation has rejected him, 77-year old Ne 
Win still clings to power desperately and 
is prepared to order one massacre after 
another of civilians in ordér 
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Anti-government demonstrators armed with spears. 


to do so. 

The reason, according 
to some Burmese sources, 
is that Ne Win — who quit 
as head ofthe ruling Burma 
Socialist Programme Party 
on 25 July, but has kept firm 
control of the actions of his 
successors — is deeply in- 
volved in astrology, mysti- 
cism and numerology. The 
introduction last year of 
odd Kyats 45 and 90 
banknotes (both figures di- 
visible by the “lucky” 
number 9) is the quaintest 














expression of this trait, the massacres 
the most macabre. 

Sources close to Ne Win say that he 
believes he is a descendant of the old 
Konbaung dynasty of Burmese kings — 
a remarkable claim since he hails from a 
Sino-Burmese family from Paungdale 
near Prome. 

At private functions for administra- 
tion officials, Ne Win has appeared 
dressed in full, classical regalia, which 
Burmese critics say illustrates a growing 
megalomania. If, in his self-perception, 
Ne Win is transformed from national 
hero in the independence struggle to ab- 
solute monarch, he is not likely to step 
down voluntarily or seek a compromise 
with his opponents. 

He has surrounded himself with a 
coterie of easily manipulated army offi- 
cers, such as the present prime minister, 
Gen. Saw Maung, who led the 18 Sep- 
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^ -o While the main opposition leaders 
| have been left more or less alone, Saw 
-| Maüng's ruling council has targeted stu- 
|. dent activists and low- and middle-rank- 
_| ing opposition leaders. “In this way, the 
¿military rulers assume that they can un- 
dermine the power base of the main 
leaders and thus isolate them," a Bur- 
mese source said. 
Early. in the. morning of 19 Sep- 
tember, a few hours after the military 
takeover; sweeps were made throughout 
the country. That night in the small bor- 
der town of Tachilek, opposite the Thai 
border at Mae Sai, adozen students were 
apprehended eye-witness in Mae 
_| Sar said that four nights later, he ob- 
a ucks loaded with people 
rk to anarmycampona 
: Tachilek. Shortly after- 
wards, bursts of machine-gun fire were 
heard from the camp. 

Since the incident occurred close to 
the Thai bord so far the only con- 
firmed repo "apparent summary 
executions of students. But similar acts 
of brutality have been reported from 
j many other places, including even 

"South Okkala | Rangoon suburb, 
ere twò nts were reportedly 






















y . But observers said that 
such brutality has been commonplace 
for years in the country’s frontier areas 
where counter-insurgency drives usu- 
“ally are synonymous with killings of vil- 
l rape and looting. 

Osition's move also seems to 







“Initially, the military seemed bent on 
trying to crush the opposition, put the 
i hd on and then hope the world would 





]- tember military takeover, and his de- 

-puty; Lieut-Gen. Than Shwe. But the 
only person Ne Win really trusts and re- 
spects is his favourite daughter, 38-year- 
old Sanda Win, whom he is said to con- 
sider his rightful heir. 

The only formal public position 
Sanda Win holds is that of army major 
and doctor attached to Mingaladon mi- 
litary hospital north of Rangoon. But 
Burmese sources say that she virtually 
controls Burma's feared secret po- 
lice, the Defence Services Intel- 
ligence (DSI) and director, Brig.-Gen. 
Khin Nyunt. 


TE attempts at sowing chaos and 
anarchy after the 8-12 August public 
uprising which drove Ne Win’s initial 
successor, Sein Lwin, from office, were 
intended to provide the military with its 
pretext for a takeover. It is believed to 
have been planned at a meeting on 23 
August at Ne Win's Ady Road resi- 
sp dence. Present were Ne Win, Sein 
Ad Lwin, Saw Maung, other top military 
T. brass — and Sanda Win. 





















forget about Burma. That will be more 
difficult now," said one diplomat. 
Besides that, it is evident that the in- 
ternational community no longer con- 
siders the mass killings in Rangoon and 
elsewhere an internal Burmese affair. 
International condemnation of the mili- 
tary takeover has been almost total with 
the US withdrawing its US$14 million 
annual aid and protest notes being is- 
sued by Australia, most members of the 
EC, Sweden and even the Soviet Union. 
B: of Burma's immediate neigh- 
bours, only India has reacted in any 
significant way. Before the coup, on 10 
September, New Delhi stated its sup- 
port for the struggle for democracy in 
Burma. China has expressed "deep con- 
cern" while Thailand considers the situ- 
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*Sanda looks like her father, talks 
like him and even the generals are afraid 
of her," said one source close to Ne 
Win's Byzantine-style court. "The 
thought of giving in to the opposition 
demands for an interim goverment, or 
to hold fair general elections, didn't 
even occur to Ne Win and Sanda. From 
the very beginning, they were con- 
vinced that the people had to be 
punished for opposing them." 

Significantly, North Korea was the 
first country to acknowledge Sanda 
Win's importance. When she and Ne 
Win visited Pyongyang in the late 1970s, 
the North Koreans referred to her as 
"the First Lady." A flattered Ne Win 
developed warm relations with Pyong- 
yang, which were cut only when North 
Korean agents killed 21 people, includ- 
ing four visiting South Korean minis- 
ters, in a bombing incident in Rangoon 
on 9 October 1983. 

The West did not realise Sanda 
Win's importance until later. Ne Win 
had downgraded the English language 
in the Burmese school curriculum after 
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ation in Burma “confusing,” official . 
spokesmen said. 

The REVIEW has also learned that ef- 
forts are under way by Burmese émigré 
as well as foreign diplomats to raise the |. 
issue of the mass killings in Burma inthe 
UN General Assembly in New York. 
Burmese exile leaders have urged Japan 
— traditionally the largest donor coun- 
try, whose aid also has. been frozen — to 
lead an economic boycott of Saw. 
Maung's military government. Such a 
measure could force Rangoon to change 
its policies, or encourage disgruntle 
elements within the armed forces. t 
move against the top military leaders 
some analysts said. And they noted tha 
Saw Maung’s two predecessors, Sei 
Lwin and Maung Maung, lasted 17 day 
and a month respectively. —— 
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he seized power in 1962, but when 
Sanda failed an English-language te 
for admission to a British medica 
school in 1979, he quickly restored the _ 
subject to its previous pre-eminence 
Since then, Sanda Win has stayed i 
the background but played an increas- 
ingly important role in politics. She is ^ 
believed to have had under her sway- 
former minister of defence Kyaw Htin. | 
and several sources attribute. the dis- 
missal in 1983 of the then military intel- - 
ligence chief, brigadier-general Tin Oo. 
to her machinations. The military intel 
ligence service was the forerunner of the ^ 
DSI. 
Given the important role she now 
plays, many observers feel that Saw: 
Maung himself is only a transitional fig- > 
ure. "It's for the vanities of one old man 
and his daughter, and for the defence of. 
the privileges of the army officers who 
prop them up with their bayonets, that- 
scores of educated young people have 
been gunned down in the streets and are 
still being secretly executed,” said one” 
Burmese source. — Bertil Lintner 
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- AFGHANISTAN 


“= By Rajendra Sareen in Kabul 


: Tk four months since 15 May when 
x the Geneva agreements on Af- 
_ ghanistan came into force have seen an 
-intensification of the Afghan conflict. 
2 But neither the ruling People's Demo- 
cratic Party of Afghanistan (PDPA) in 
«Kabul nor the seven-party opposition 
* Islamic Unity of Afghan Mujahideen 
: (1UAM), operating from Peshawar, can 
_ claim to have an edge over the other. 
; If the IUAM had been able to seize 
¿some major cities and consolidate its 
-:hold over the vast areas from which 
< ‘Kabul has withdrawn its troops, declar- 
‘ing them “demilitarised. zones," it 
* would have established its military cre- 
* dibility. Or if it could have succeeded in 
_ blockading Kabul and paralysing the 
- movement of men and materiel on the 
_ highways over which government con- 
_ trol is less tenuous than before, the pres- 
Sure on the PDPA would have become 
v irresistible. They failed at both. 
On the other side, while the PDPA 
_ can derive satisfaction from its ability to 
old its ground, it has failed to liquidate 
the IUAM insurgents. This is the mili- 
tary situation on the ground that will de- 
^ termine the options of the combatants 
- and the superpowers who sustain a fight 
; which has become as pointless as it is 
“brutal. 
. Moscow’s suspension of its military 

withdrawal after fulfilling its obligation 
5:to pull 50% of its troops out of the coun- 
try by 15 August was unquestionably a 
; political decision. The Soviets are now 
. engaged in a review of the situation in 
. Afghanistan. Over the next few weeks, 
- they will formulate new options. Having 
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Jockeying for position 


T he government and rebels seek to win the peace 


so far fulfilled their part of the bargain 
struck in Geneva among all interested 
parties, they plan to demand the same 
of Pakistan and the US. 

Soviet diplomatic sources said there 
is no excuse now for continued viola- 
tions of the Geneva agreements, and 
the official public statements of the 
PDPA ominously speak of the urgent 
consideration being given to the ques- 
tion of how to deal with the situation if the 
violations continue. The Soviets, how- 
ever, reaffirm their commitment to pull 
out the rest of their troops by 15 February. 

It is unlikely that any concrete politi- 
cal initiatives can materialise before the 
US presidential election in early Nov- 
ember and the Pakistani election set for 
16 November. So the next six weeks 
represent an interregnum. The tempta- 
tion for the combatants to try to score 
some sensational victory will be great 
but it seems unlikely to be ac- 
complished. The prospects for peace in 
Afghanistan depend on whether the 
parties to the conflict can adjust their 
sights to the need for a compromise. 

Even after deciding to end its mili- 
tary intervention, Moscow will continue 
to have a considerable role to play in Af- 
ghanistan and will exert much influence 
over the course of events there. The 
basic Soviet goalis to retain its influence 
in Kabul by whatever means available. 
Military intervention was one choice, 
but it failed and was therefore aban- 
doned. But that does not mean any 
withdrawal of Soviet interest. 

Currently, the instruments of policy 
are political and economic. Afghanis- 


Prospects for peace 


COR fghan President Najibullah envis- 
APA ages a Lebanon-type situation if 
5 his government has to make way for a 
UN-sponsored neutral regime. In an in- 
“terview’ with REVIEW contributor 
^ Rajendra. Sareen, Najibullah accused 
^ Pakistan of helping the mujahideen 
Jie continue the fighting. Excerpts fol- 
LOW 


On UN envoy Diego Cordovez's plan: 

= We: have had a detailed discussion 

-with Mr Cordovez on his proposals. 
After all that has happened over the last 
10 years the Afghan society has polaris- 

-ed, leaving no neutrals. There are those 

"who want the traditional independence 
of Afghanistan in an environment of 





peace, even if they have sharp differ- 
ences over other issues. 

On the other hand, there are those 
who want to perpetuate the war-like con- 
ditions because they profit from them. 
Those who prefer war to peace must be 
isolated. This brings up the question of 
coalition. That is why we favour a broad- 
based government of all those forces 
who have a common interest in peace 
and security of the country. 

Suppose you install an apparently 
neutral government that has no forces 
to protect and safeguard the republic 
against the armed opposition. If there is 
a government without their services at 
its disposal and the other side continues 
to fight, then what happens to that gov- 























tan’s economic dependence on M 


supplies. come from the Soviet Union. 
About 75% of its exports are to the 
Soviet Union and most of it cannot be 
diverted elsewhere. 

Politically, the Soviets’ first choice 
was to try and sustain the PDPA in 
power. When that effort failed, Moscow 
placed its hopes on a political arrange- 
ment which would ensure a continued 
role for the PDPA, both as a political 
party and as a partner in a coalition gov- 
ernment. Over the next four months 
this is likely to remain the thrust of 
Soviet diplomacy. The PDPA stakes its 
claim to such a dispensation by virtue of 
its organisational strength and the mea- 
sure of public support that has enabled 
it to withstand IUAM onslaughts over 
the past four months. 


AU circles in Afghanistan 
insist that Moscow will in the end 
abandon the PDPA and agree to deal 
with whoever comes to power. These 
circles suggest the Soviets would be glad 
to do business with the former king, 
Zahir Shah. But if that did not come 
about, the Soviets might even be willing 
to come to terms with a IUAM regime. 

Standing against this view is the as- 
sertion that for geopolitical reasons the 
Soviet Union cannot afford to leave Af- 
ghanistan in the hands of a regime which 
is insensitive to Soviet security interests 
but, instead, is amenable to hostile in- 
fluences. Nor can Moscow leave Af- 
ghanistan in chaos. 

So if political efforts do not bear fruit 
by the end of December, the Soviets will 
step up anti-US propaganda, subject 
Pakistan to increased and visible politi- 
cal pressure, citing violations of the 
Geneva agreements, and expedite en- 
hanced military supplies to the PDPA 
government. The Soviets are likely to 
stick to their troop-withdrawal schedule 
but might help Kabul with increased air 


ernment? This would create a situation 
like Lebanon. Destruction of the armed 
forces, which have proven their ability 
to preserve relative stability, would 
bring about a chaotic situation. 

One must abandon fantasy and look 
for a practical solution. That is only pos- 
sible through a coalition — by gathering 
together all the forces, except those who 
do not want to join. The objective 
should be to ensure peace. 

It is necessary that the Cordovez pro- 
posals should be.in continuation of the 
implementation of the Geneva agree- 
ments. The central reality of that is that 
there is a proper government in Af- 


| ghanistan. 


If it is bypassed, Pakistan might 
claim that it had signed no agreements 
with the "new government" and as such 
was not obliged to implement them. 
Today, it refuses to implement its com- 
mitments despite having signed as a 


OSCOW | 
is considerable. All of its’ energy 
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; support to. frustrate any large- -scale 
4 IUAM attacks against the capital. But 
| even this will be a policy of last resort. 
If the next Pakistan government en- 
courages Afghan refugees wanting to 
.. return to their homes across the border, 
the IUAM would come under pressure 
to seek accommodation. The refugees 
might be tempted to return if the stale- 
mate in thé military situation reduces 
the level of fighting. The PDPA govern- 
ment has offered extensive facilities to 
any refugees willing to return. 
Here the cleavages in the IUAM 
could also begin to play a part. Three of 
the IUAM's seven parties are led by 
moderates. They are- Sehgutallah 
Mojadeddi of the Afghanistan National 
i ir Sayid Ahmad 
nal Islamic Front 
d Mohammad Nabi 
je Islamic Revolution- 
Il three would rather 
i than accept IUAM 
stalwart Gulbuddin Hekmatyar as the 
supreme ruler of Afghanistan. 
Burhanuddin Rabbani, another 
mujahideen leader, Shares the political 
views of Hekmatyar, but there is a clash 
| of ambition between them. The latter 
resents. US support for the former, and 
the former had been resentful of the ex- 
cessive importance given to the latter by 
Pakistan’s late president, Zia-ul en 
Two other mujahdeen 
leaders Maulvi 
Mohammed. Yunis 
Khalis and Abd al- 
Rab. Abdul Rassul 
| Sayyaf are committed 
opponents of the 
PDPA, but if the 
wheelof fortune turns 
against Hekmatyar, 
they are unlikely to 
put everything at 
stake to carry on the 
fight. 
There are manifest 










Gailani of the 
: for Afghanistai 
“Mohammadi 

ary. Movement. 










party. Tomorrow it 
might claim that it has 

.no obligations to- 
wards the new gov- 
ernment. 


On a peace jirga, tri- 
bal council: 

We have already 
proposed the forma- 7 
tion of a peace jirga in order to put an 
end to war and bloodshed and to ensure 
countrywide peace. This proposal is still 
valid. 





On former King Zahir Shah: 

There have been no direct contacts 
but, indirectly, we are in touch not only 
with Zahir Shah but also all others con- 

' cerned. 


$- Ona multi-party system: 
`.: The basic target of the national re- 
























divergencies of policy and percep- 
tion among the PDPA. The party's 
three founding fathers, around whom 
factions grew, are no more. Mir Akbar 
Khybars death sparked the April 
1978 revolt. The first PDPA president 
of Afghanistan, Noor Mohammad 
Taraki, died in September 1979 at the 
hands of his deputy, Hafizullah Amin, 
who in turn died in an encounter with 
Soviet troops in December 1979. 
Former president Babrak Karmal, 
the PDPA’s third president and Presi- 
dent Najibullah’s predecessor, is in exile. 





ajibullah has around him the old 
M followers of Khybar, with the ex- 
ception of Suleiman Laeg. a former Par- 
cham faction member, and former 
Taraki loyalist, Communications Minis- 
ter Aslam Watanjar. The other forma- 
tion consists of such hardline Khalgis as 
Interior Minister Sayed Mohammad 
Gulabzoy, Defence Minister 
Shahnawaz Tanai and former Taraki 
supporter Saleh Mohammad Zearey. 
: Gulabzoy is not too optimistic about 
the outcome of peace parleys. In his 
view, the logic of the situation is moving 
towards a fight. He is not afraid of this 
prospect because the PDPA, with its 
party cadres, is an organised force and it 
is backed up with paramilitary and other 








nose forces. But the PDPA will have 


to fight it out as a mat- 
ter of life and death or 
go down before a 
merciless enemy who 
will not only kill but 
also loot and rape, he 


ays. 

Najibullah favours 
exploration of politi- 
cal and diplomatic 
possibilities before a 
fight to the finish. His 
role in dismantling 
the harsh policies of 
Taraki and Amin has 





conciliation policy is 
| to form a coalition 
| government including 
all forces and strata of 
Afghan society as well 
as the armed opposi- 
tion groups who are 
willing to cooperate. 
The constitution pro- 
vides for a multi-party 
political system and multi-sectoral eco- 
nomic structure. 


| On future prospects: 


The picture over the coming 
months will depend on whether or not 
intervention and interference in the in- 
ternal affairs of Afghanistan ceases. If 
refugees are allowed to return unim- 
peded, if the territory of Pakistan is 
not allowed to be used by insurgents, 
if training centres run by Pakistan's mili- 
tary intelligence are liquidated — then 














| ates among the IUAM, provided the 
















won him considerable acclaim. He ste 
ped in to assume leadership when K 
mal felt he could only go so far and 

further. M 
The PDPA is loathe to yield to Hek- : 
matyar but could come to an under-- 
standing with Zahir Shah and moder- - 


party is allowed to function normally. 

The hardline Khalq party faction is 
not inclined to rock the boat. But ifa- 
situation develops where the prospect is 
of disintegration, they might seek to. 
take over the leadership and fight: 

The PDPA’s ability to withstand 
onslaught of the IUAM and local com 
manders has given it the self-confider 
to do its own thinking. A forme 
ter argued that Amin's truancy 
cember 1979: should have been allowe 
to be tackled by the party as its owni 
ternal affair instead of Moscow sendi 
100,000 troops to Afghanistan 
leader blamed the Soviets fo 









































to facilitate the withdrawal of 
troops. Some others too were aggrie 
at Soviet interference in the ruling - 
party's internal affairs. 
Peace will elude this unhappy lan 
unless both Washington and Mos 
modify their policies to that end. 



















have to accept the fact 
is no longer the country that t ey rule FS 
some 15 yearsago. es 

The PDPA on its part has to accept | 
that the decision to go italone would be 
unwise. A coalition between the former - 
king and the PDPA can providea credi-- 
ble framework of governance which: 
might be able to run the country’s affairs 
with a reasonable chance of succ 
That could also bring in large chunk 
the IUAM and local commanders. ~ 

And last but not least, a durabl 
peace requires that Pakistan's legit . 
mate security concerns be fully taken - 
into account. 




























































the situation will take a positive turn. | 

Regrettably, however, the US and- 
Pakistan have not implemented the 
commitments. I should like to stress: 
that if things continue like this, the situ- 
ation will be further aggravated. Itisal- 
ready grave. We are not only faced with: 
a war by the extremists within Afghanis- 
tan, but also foreign interference and- 
aggression. Pakistani militia men with - 
regular army officers have been fighting 
in Kunar, Khost and the outskirts of. 
Kandahar. 



















On alleged air-space violations: 
Allegations of bombing in Pakistan 
by the Afghan air force are totally base- 
less. We have proposed that a joint com- - 
mission of the concerned parties should 
be set up to verify these allegations. 
Pakistan rejected this proposal. They. 
merely want to set the stage for aerial. 
raids against Afghanistan. ü 
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- MALAYSIA 


Buying British again 


- Huge defence orders to beef up the armed forces 


By Nick Seaward in Kuala Lumpur 


Pu Minister Datuk Seri Mahathir 

“a Mohamad appears to have put the 

"final nail into the coffin of his own “Buy 
British Last” campaign by signing with 
¿Britain a preliminary agreement for an 
estimated £1.5 billion (US$2.5 billion) 
package on defence equipment, train- 
ang and construction. 

The deal includes the purchase of a 
;squadron of Tornado fighter-bombers, 
made jointly by Britain, West Germany 

and Italy, two refurbished Royal Navy 
"conventional submarines, Rapier air- 
.defence missile systems and medium 

and heavy artillery. Defence analysts 
- say.the most significant aspect of the 
- package is its emphasis on conventional 
- land-based warfare. 
_ British diplomats here are jubilant 
: that two years of protracted negotia- 

tions have paid off, though they caution 
_ thatit is unrealistic to assume, as did the 
London press, that Britain has got the 
_ Malaysian defence market sewn up. 
- Mahathir signed the memorandum of 
_ understanding with British Prime 









. tember in London. 
<- Mahathir had ordered in 1983 that 
_ preference be given to products from all 





PHILIPPINES 


inister Margaret Thatcher on 27 Sep- | 











countries other than Britain in making 
government and defence purchases. He 
said at the time that he wanted to stop 
the practice of automatically buying 
British — he called it a hangover from 
colonial days — when there were better, 
and cheaper, products available else- 
where. His critics said the policy stem- | 
med from his desire to punish what he 
calls British “arrogance.” 

In regional terms, the Tornado sale 
has broken the stranglehold the US- 
based General Dynamics has had over 
the fighter market in Southeast Asia 
with its F16s. The twin-engine Tornado 
will be more than a counter-balance to 
the single-engine F16, which made Sin- 
gapore the most advanced air power in 
Asean when it accepted the first of four 
two-seat F16Bs and four single-seat 
F16As in February this year. Thailand 
took delivery of the first of its 18 F16s in 
May and Indonesia will start receiving 
its 12 F16s in mid-1989, 

Britain is also expected to provide 
facilities to train the Malaysians to use | 
the new equipment, especially the Obe- | 
ron-class submarines, which will be the | 
first for the Royal Malaysian Navy 
(RMN). The British have already been | 








Presidential patronage 


Parties are pared down as new grouping forms around Aquino 


. By James Clad in Manila 


Te 1992 presidential election is cast- 
M ing an ever-more distinct shadow on 
tthe- Philippine political landscape, 
prompting the building of loose parties 
"and even looser coalitions. The latest 
move came in a 15-17 September con- 
ference in Manila assembling nearly 
5,000 politicians for the first convention 
_ ofa new party called Laban ng Demok- 
atikong: Pilipino (the Democratic 
; Filipino's Struggle, or LDP). To varying 
"degrees and for varying favours, these 
men and women, many of them provin- 








cial power-brokers, now back President | 
| pected (REVIEW, lO Mar.) and occurred 


Corazon Aquino. 

While the LDP carries only a mild, 
_ personal identification with the presi- 
dent, that mostly reflects her low-key 
yle; Aquino's presence at the con- 
vention left no doubt that the LDP had 
. become the most favoured of the par- 
tes. 

Sos The LDP results from a merger of 
«two. parties prominent in the May 1987 
“congressional elections — the Partido 








ng Demokraticong Pilipinas (PDP) and 
the Lakas ng Bansa (Lakas) grouping. 
The PDP component comprises the 
rump of an earlier merger, formally dis- 
solved amid some acrimony on 15 Sep- 
tember, with a grouping called Laban, a 
creation in the early 1980s of Aquino’s 
late husband Benigno. Sen. Aquilino 
Pimentel now leads a breakaway, 
“progressive” group claiming to be the 
“real” PDP-Laban. Both components 
of the new LDP will keep their separate 
identity. 

The PDP-Lakas merger was long ex- 


formally on 30 June. The 15-17 Sep- 
tember convention confirmed that 
lower house speaker Ramon Mitra 
would take the LDP presidency and that 
presidential relation Rep. Emigdio 
Tanjuatco would become the new 

arty's secretary-general. Mitra said the 

DP would hasten the return of the 
two-party system, once the preserve of 
the Nacionalista (NP) and Liberal (LP) 





helping the RMN se ur ts first air wing 


N setup : 
with six refurbished: Wasp helicopters. 
Another six may be purchased: 

The purchase of 20 Royal Ordnance 
105 mm medium artillery pieces and 30 
Vickers heavy 155 mm howitzers is seen 
as confirmation that the Malaysian 
army is being transformed from a 
counter-insurgency force into one de- 
signed to fight a limited regional conflict 
along conventional lines. Since the 
Emergency — caused by communist in- 
surgency in the late 1940s and 1950s — 
the Malaysian army has played more of 
an internal security role. With the ter- 
rorist threat now negligible, analysts say 
that Malaysia is beefing up its capacity 
to respond to external threats. 

This new emphasis on artillery and 
short-range, ground-to-air missiles and 
air defence radars is linked to the con- 
struction of a number of major new 
army bases — including one at Gemas, 
on the border of Negri Sembilan and the 
southernmost state of Johor. British 
firms will bid for these contracts. 

The British press has reported that 
Malaysia has been able to write into the 
memorandum of understanding a provi- 
sion for substantial counter-trade to 
offset the value of the arms package. 
Britain is also reported to have agreed 
to accept payment in petroleum and pri- 
mary commodities, while Tornado manu- 
facturers British Aerospace is believed 
to have begun negotiations with the 
Malaysian aircraft maintenance com- 
pany, Airod, on some form of produc- 
tion-sharing for the Tornado. 





parties, which prevailed during the 
1950s and 1960s. 

Although the NP remains moribund, 
senate president Jovito Salonga pre- 
sides over an LP core that includes se- 
nate pro tempore president Sen. Teofist 
Guingona and six other senators, plus 
42 LP members in the lower house. 

The more immediate LDP objective 
is to exert its combined influence to re- 
ward its faithful and penalise recalci- 
trants, particularly LP members. Con- 
gressmen have found it prudent there- 
fore to consider at least formal LDP 
membership; a recent count puts the 
number at around 150, or 75% of the 
house of representatives, the arena for 
immediate realignment, where- more 
than seven committee chairmanships 
could be at risk. There is less direct ef- 
fect on the 23-member senate’s commit- 
tee structure. 

Behind the labels, Mitra's LDP presi- 
dency caps a close working relationship 
with Aquino's younger brother Jose 
“Peping” Cojuangco, who presides over 
the PDP. 

Analysts. say the LDP’s. formation 
marks a further winnowing of parties 
and also predict it will soon dominate 
the political arena, jostling both the LP 
and the. oppositionist alliances that 
periodically come together. oO 
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Worldwide presence 


a major asset in the global village. 








CAE CG X OU OERS 


Securities trading has become a global business. 
It takes global presence for a bank to fill the bill. 
Plus 24-hour availability. And, preferably, member- 
ship in all major stock exchanges. An AAA-rating 
wouldn't hurt, either. Can one bank have it all? 
Yes. UBS. 


UBS - committed to excellence. 






UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore S 1 

and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital Union Bank 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., 
Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 


UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, G P + 
Bahnhofstrasse 45, CH- 8021 Zurich. p 
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"he dealer who drives down costs. 


usiness that's lean and efficient is a business that's set to move fast 
go to the front of the pack with reduced operating costs, greater 

di tivity and increased profitability. An IBM Dealer ean help you 

st that. He can automate your business with a computer system 

5 designed to meet your specific needs. So you can concentrate on 

ig ahead of competitors, 

















our IBM Dealer has what it takes to get you in the passing lane. 


Th e right training. All our dealers have been through rigorous training 
to make sure they know our equipment from the mke out; And we 
e ch them how to teach you. 





The right service. The kind of service you'd expect from IBM. Every 
_IBM Dealer is committed to keeping your equipment in top shape. 
. Because we know how important that is to you. 


The right advice. The number of hardware and software choices is 
growing every day. The right dealer can make sure you have the best. 
combination to do your job right. You'll save money because you won't 
y eee) you dos't need. 


c iness solutions. He's got the tight nee the right service and” 
.. most important of all, he s got IBM behind him. 








We'rein the results business 


















| HONGKONG 


By Emily Lau in Hongkong 
| Ts image of Hongkong's legal pro- | 
fession has beer tarnished in recent 
years by allegations of malpractice and 
¿even criminal activities among indi- 
4. vidual members. Complaints against 
lawyers -areon the rise and the Hong- | 
` kong Law Society, a professional body | 
representing ‘solicitors’ interests, has | 
had to stretch its limited financial re- | 
sources in am attempt to discipline its 
members. Eo 
Lawyers here enjoy an elevated | 
| status. They serve on the government's | 
| policymaking Executive Council (Exco) | 
and its lawmaking Legislative Council 
(Legco),. as well as in other influential 
groups. Four Hongkong lawyers serve 
on the Basié Law Drafting 
Committee; a-body set up by 
Peking to write -a mini-con- 
| stitution for the territory, to 
| go into effect when Hong- 
kong becomes -a special ad- 
ministrative region of China 
in mid-1997. 

There is much anxiety in 
Hongkong. as to- whether the 
territory's. British: common 
law tradition and the rule of 
law itself can be preserved 
under Chinese rule -after 
1997. In this context, lawyers 
have a crucial lobbying role 
to play. Therefore, it is ex- 
tremely important that the in- 
tegrity of the profession not 
be compromised in any way 
so that its credibility remains 
intact. 

But the legal profession 
here has thrived for years 
under a dark cloud. Criminal 
law is plagued by manipulative soli- 
citors’ clerks who, on commission, ob- 
tain business for their employers and 
wield control over fees — often abusing 
their position by overcharging clients 
and pocketing earnings which should go 
to barristers. In the fierce competition 
for business, solicitors are known to 
| offer fee kickbacks to estate agents and 
bank managers as incentives for lucra- 
tive property-conveyance work. Some 
law firms are even infiltrated by crimi- 
nal triad society members. 

Meanwhile, the government has de- 
cided to permit foreign law firms to hire 








^]:aw — a priviledge extended only to 
.| British firms in the past. While Law So- 
| ciety members, most of whom are fight- 
ing against the decision, argue vaguely 
that the move would have an adverse ef- 
fect. on professional standards here, 
others outside the body suggest stan- 








local lawyers and to practise Hongkong | 








| Under a dark cloud 


The territory's legal system leaves a lot to be desired 


dards might benefit from the decision. 

The Law Society, which in any event 
would continue to police professional 
standards, dismisses any suggestion that 
its objection to the government move is 
based more on economic than profes- 
sional considerations. 

The local legal profession's problems 
have been exacerbated in recent years 
by a general desire among people in 
Hongkong — including those in the pro- 
fessions to make their fortunes 
quickly and emigrate before the terri- 
tory comes under Peking's administra- 
tion. : 

Law Society vice-president Donald 
Yap said he is aware of such problems as 
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touting and kickbacks but asserts that it 
is difficult to discipline offenders for 
lack of hard evidence. Between May 
1987 and April this year, the Law So- 
ciety received 238 allegations of profes- 
sional misconduct. Of these complaints, 
more than half involved alleged improp- 
er or inefficient handling of cases or de- 
lays. 

Others alleged breach of undertak- 
ing, overcharging, giving improper or 
misleading advice and failure to account 
for “monies received.” Five complaints 
led to formal disciplinary proceedings 
and 13 reprimands were issued to of- 
fending Law Society members. Between 
60 and 75 malpractice insurance claims 
are made each year. Solicitors here are 
required to carry such insurance. Durin 
the year, HK$1.7 million (US$218,000) 
was spent on disciplinary proceedings. 

Indications are that the number of 
such complaints are on the rise. The 
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“That last guy'll do — he's only been struck off once." 
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Law Society has already received mo 
than 100 complaints since April. F 
ever, Bill Radcliffe, a member of 
Law Society’s professiona] “condu 
committee, says he views. the risin 
number of complaints as a sign-of 
public's confidence in the society^s ab 
ity to police itself effectively. G 
In addition to these complaints, 
number of lawyers and solicitors’ cler! 
have been charged with criminal o 
fences. Since 1983, Hongkong's Ind: 
pendent Commission Against Corru 
tion (ICAC) has received more than 8l 
allegations of corruption against kk 
workers. During the same period, th 
ICAC brought to court 22 cases invol 
ing lawyers or solicitors’ clerks. 
Some of these cases involve. sé 
charges against lawyers in position: 
great influence in the communi 
Hongkong Stock Exchange chairma 
Charles Sin and exchange general com 
mittee member Edward Woo; bo 
qualified solicitors, were charged in A 
gust with accepting shares of sever 
companies in return: fi 
showing favour in granti 
exchange listings and for per- 
mission to deal in the com- 
panies’ shares.  Anoth 
lawyer, the son of another 
former senior stock-exch: 
official facing ICAC charge 
was said to have been ar- 
rested by the ICAC but has 
not yet been charged. oe 
Maurice P. K. Wong and 
Simon S. C. Pun, former 
partners in Deacons, Hong- 
kong's second-largest law 
firm, fled the territory 1 
April 1984 after they, along 
with Deacons . solicitor 
Richard Wallis, were charged 
with defrauding creditors and 
shareholders of Carrian: to: 
vestment Ltd, the now de- 
funct property conglomerate 
In May this year, the 
Hongkong Legal Depa 
ment decided not to press their ca 
against Pun and Wong. Wallis had been 


acquitted of all charges earlier. 
J ohn Wimbush, Deacons’ joint senior — 
partner at the time anda former Law __ 
Society president, was found deadinhis ' 
swimming pool, tied to a concrete man< 
hole cover, just before he was to be ine. 
terviewed by the authorities in connec- — 
tion with the Carrian case. Sut 
In February 1987, partner Wille | 
Kwok of solicitors firm Fairbairn and- 
Kwok was charged with conspiracy-to | 
deceive shareholders of an investment 
company. Kwok has disappeared. A 
warrant for his arrest has been issued. 
And early this year, alocallawyerwork- * 
ing for the British law firm Simmonsand _ 
Simmons also disappeared after it was — 
discovered that about HK$1 milion- 
from client accounts had gone missing. ^ 
The infiltration of law firms by triad 
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societies also threatens the integrity of 
Hongkong's legal profession. Early this 
year, solicitor's clerk Heung Wah-yim 
of law firm Samuel Soo was sentenced 
to seven-and-a-half years imprisonment 
for being the “dragon head,” or leader, 
of the notorious Sun Yee On triad so- 
ciety and for a blackmail offence com- 
mitted by one of his triad's members. 

During the same trial, Cheung 
Leung-sing, Heung's son-in-law and son 
of government-appointed Legco mem- 
ber Cheung Yan-lung, was sentenced to 
six years imprisonment for blackmail 
and assisting in the management of a 
triad society. 

A key prosecution witness was 
another solicitor's clerk. A self-confess- 
ed triad society office bearer, he told the 
court several large solicitors' firms em- 
ployed triad society members. Radcliffe 
said he was sure many solicitors' clerks 
have triad connections but did not think 
solicitors themselves are involved. 

The use of touts by lawyers is 
another practice that has undermined 
the integrity of the legal profession in 
Hongkong. The practice involves pay- 
ing commissions to third parties — usu- 
ally a solicitor's clerk or an interpreter 
— for bringing lawyers legal work. In 
the past, the use of touts was permitted, 
but the Law Society banned the practice 
in 1986. However, Yap and Radcliffe 
said touting remains a big problem, and 
the Law Society has urged the govern- 
ment to make it a criminal offence. 

Touting is a product of British col- 
onialism. In the early days of British 
rule, before local Chinese received legal 
training, few solicitors from London 
were able to speak Cantonese, the local 
Chinese dialect. Touts provided access 
to legal representation for non-English 
speaking people. 

Some touts employ “runners,” who 
hang around police stations, magis- 
trates' courts and prisons where they ap- 
proach unrepresented criminal suspects 
with offers to arrange introductions to 
defence lawyers. Suspects are then in- 
troduced to the touts who, in turn, farm 
out cases to the solicitors for whom they 
work or to solicitors’ clerks working for 
other lawyers. Touts sometimes even 
select barristers to present a solicitor’s 
case in court. Finally, the touts prepare 
bills, solicit commission kickbacks from 
other solicitors’ clerks and collect their 
own commissions. 

Many lawyers agree that touts are a 
law unto themselves. Some unscrupul- 
ous solicitors’ clerks take advantage of a 
client’s ignorance of the system and 
charge exorbitant fees, claiming that 
senior counsel must be retained when, 
in fact, only a junior barrister or a soli- 
citor is employed. 

A barrister told the REVIEW that the 
keen competition for work within the 
junior bar resulted in some young bar- 
risters falling prey to solicitors’ clerks, 
who give them badly prepared briefs 
and ruthlessly cut fees. In order to se- 





cure work, some young barristers 
fraternise with solicitors or even tout 
themselves. 

The Law Society has tried to curb 
such practices but with little effect. In 
1986, for example, the society ruled that 
a solicitor cannot hire more than six 
| clerks and messengers. As recently as a 
few years ago, some solicitors had 20 to 
| 30 clerks and messengers working for 
them, making supervision difficult if not 
impossible. Despite the Law Society’s 
| efforts, clerks still control the entire 
criminal bar, one senior barrister 
said. 


Are well known area of abuse is 
in property conveyancing. About 
half of the malpractice insurance claims 
each year involve conveyancing com- 
plaints. Given Hongkong’s generally 
buoyant property market, legal work in 
| this area is lucrative and, therefore, 
| highly competitive. Legal fees for con- 
veyancing are fixed on a sliding scale 
| laid down by the Law Society. On aver- 
age, fees should amount to about 1% of 
| the value of the property changing hands. 

There have been many complaints 
about large sums of money allegedly 
being charged for straight-forward 
transactions which often do not require 
legal advice at all. With conveyancy fees 
fixed as a percentage of property value, 
solicitors here make huge fees on big 
property transactions disproportionate 


| H ongkong's second round of indirect 
elections to its lawmaking Legisla- 
tive Council (Legco) on 22 September 
will have little impact on the chamber's 
balance of power, which remains domi- 
nated by pro-business, pro-administra- 
tion conservatives. Such are the people 
the government wants in place to guide 
the territory through the transition to 
1997, when Hongkong will become a 
special administrative region of China. 

Under Hongkong's functional-con- 
stituency voting system, only about 
70,000, or more than 1%, of the terri- 
tory's 5.6 million people are entitled to 
vote. These voters are members of va- 
rious professional, business and other 
influential groups or sit on one of Hong- 
kong's 19 district boards. They vote for 
candidates to represent their groups in 
Legco. 

A few incumbent pro-democracy 
liberals lost seats from district board 
electoral college constituencies, which 
comprise 30-60 voters each and are 
dominated by government appointees. 
Those losing their seats include Dr Con- 
rad Lam, political activist Desmond Lee 
and industrialist Richard Lai. 

But the liberals fared better in the 





fees were competitive, the costs to 
buyers and sellers alike would plummet 
for all property transactions, whether 
large or small. 

Because of the competition in con- 
veyancing, some lawyers said it is al- 
most impossible to get work if they do 
not offer fee kickbacks to estate agents, 
or even to bank managers who finance 
property transactions. In some cases, 
the rebate may amount to as much as 
30% of the fee. Where it is inconvenient 
to offer cash incentives, solicitors mav 
resort to lavishly entertaining estate 
agents and bank managers in expensive 
night clubs or brothels. 

Another abuse in conveyancing is 
the system's built-in conflict of interest. 
A solicitor acts for both buyer and sell- 
er. Solicitors have resisted demands 
that the two parties be represented 
separately. Yap conceded there is a 
problem but said the advantage is that it 
reduces the cost to consumers. He said 
the government is considering passing a 
law requiring separate legal representa- 
tion. 

Whether Hongkong’s legal profes- 
sion, through individual effort or 
through the combined efforts of Law 
Society member firms, can rid itself of 
malpractice is an open question. What is 
not in question is that should it fail to do 
so, the territory's hope for the continua- 
tion of an otherwise healthy legal 
framework up to and beyond 1997 








to the amount of actual work done. If | might as well be abandoned. u 
Much ado about nothing 


Hongkong's elite voters support status quo 


other constituencies. In the Hongkong 
General Chamber of Commerce consti- 
tuency, Veronica Wu, a candidate sup- 
ported by some key members of the 
Group of 88, à conservative business 
political organisation, was trounced by 
former General Chamber of Commerce 
director Jimmy McGregor, a self-pro- 
claimed liberal. 

In the medical constituency, incum- 
bent Legco member Dr Chiu Hin- 
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Providing the highest level of 
commercial lending and trade finance 
services to customers in the Asian mar- 
ket takes more than capital strength. 

It takes a commitment within 
the region itself. 

That is why Security Pacifics 
existing banking and branch operations 
in the Pacific Rim have been consoli- 
dated to form Security Pacific Asian Bank. 


© 1988 Security Pacific National Bank 


es an eage. - 


This gives us the strength of an 
integrated network of 27 full-service 
branch offices in Asias major finan- 
cial centers, including Hong Kong, 
Tokyo, Seoul, Taipei, Singapore, Manila, 
Bangkok, and Kuala Lumpur. With the 
added strength of seven branches of the 
Asian Bank in California. 

Of course, we can provide a 
direct link to the capital markets capa- 





bilities and the worldwide banking 
resources of Security Pacific Merchant 
Bank; which is backed by the $34 bil- 
lion capital strength of Security Pacific 
Corporation, the sixth largest bank 
holding company in the United States. 

To serve our customers, wher- 
ever their needs may be. 

And that’s what having an edge 
is all about. 


Security Pacific Asian BankS 


It takes an edge. 
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kwong, who is also a member of Hong- 
kong's policymaking Executive Council 
(Exco) and who made his Exco appoint- 
ment an election issue, was ousted by 
Dr Leong Che-hung of the liberal camp. 
Another liberal, former government 
male nurse Ronald Chow, was returned 
in the newly created health-care consti- 
tuency. Group of 88 member Peter 
Wong was returned in another newly 
created seat for accountancy. 

With half the 26 functional-consti- 
tuency Legco seats returned uncon- 
tested, only about 16,000 people were 
called on to vote in this election. In Feb- 
ruary the government, under pressure 
from Peking, rejected widespread pub- 
lic sentiment for at least some Legco 
members to be elected by universal 
franchise. 

Legco is an advisory body which 





routinely approves bills and budgets 
proposed by the administration but can 
question government policies. It has 56 
members and is presided over by Hong- 
kong Governor Sir David Wilson. Be- 
sides the 26 indirectly elected seats, 
there are 20 government-appointed 
"unofficial," or non-civil servant, Legco 
members and 10 "official," or senior 
civil servant members. These 30 mem- 
bers form a powerful government bloc, 
ensuring that even unpopular bills or 
policies have majority support. 


n the past three years, about 10 Legco 

members have voted together as 
an opposition force on a number of con- 
troversial issues. They registered their 
opposition to China's building of a nu- 
clear power plant at Daya Bay, located 
just across the border from Hongkong, 





on safety grounds. In addition, they op- 
posed censorship of films on political 
grounds — primarily films politically of- 
fensive to Peking — and most important 
of all, they argued strongly that direct 
elections be introduced here in 1988. 
They failed in their efforts because they 
could not win support from their conser- 
vative colleagues and the administra- 
tion. 

However, the opposition has appa- 
rently been more successful in urging 
the government to delete a controver- 
sial "false news" clause from the terri- 
tory's Public Order Ordinance which 
makes it a criminal offence to publish 
false news likely to cause public alarm. 
While the clause remains in force, the 
government has indicated that it will be 
reviewed and deleted towards the end 
of the year. — Emily Lau 
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Moscow adopts a new 
realistic line on Japan 


n improvement of Soviet relations 

with Japan, much like that with 
China, has been so slow and so camou- 
flaged by policy debates that it has been 
easy to overlook. But it is revealing that 
Soviet leader Mikhail Gorbachov's ini- 
tiative in the Pacific this year, the 16 
September Krasnoyarsk speech, was 
aimed at Japan more than anyone else. 

Following Gorbachov's 1986 Vla- 
divostok initiative, the new Soviet 
Pacific policy has already resulted in a 
more reasonable relationship with 
China, and at least some of the lessons 
on how to deal with the modern Pacific 
are likely to be applied to Soviet-Japan- 
ese relations. Japan, like China, is 
slowly succumbing to the Gorbachov 
charm-offensive. 

Prof. Gilbert Rozman of Princeton 
University (in articles in The Pacific 
Review) has identified what he calls the 
new mutual "realism and respect" that 
lies at the heart of the drive for Soviet- 
Japanese detente. 

Although a great deal is usually 
made of the return to Japan of its 
"northern territories" being the obsta- 
cle to better relations between the two 
countries, Soviet and Japanese officials 
are finding ways to get around it. After 
all, China's "three obstacles" to Sino- 
Soviet normalisation — Soviet troops in 
Afghanistan, Vietnam's occupation of 
Cambodia and the massing of Soviet 
troops along their common border — 
were pushed out of the way and only the 
Cambodian issue remains. 

It is striking how the new, and in- 
creasingly visible, generation of Soviet 


specialists is taking a more positive |_ 





line towards Japan. Moscow used to 
view the Japanese as mere surrogates of 
the US and therefore consigned to the 
edge of Moscow’s political horizon, but 
that changed when Japan replaced the 
Soviet Union as the world’s second 
largest economy. 

The new realists in Moscow recog- 
nise that Tokyo is the starting point fora 
Soviet Union anxious to take part in 
“The Pacific Century." The Soviet 
Academy of Sciences conference on 
Pacific cooperation that opened on Sep- 
tember 28 in the normally closed city of 
Vladivostok is just the latest of a series 
of signs that Moscow is serious about 
playing an active part in Pacific ex- 
changes. 

Rozman says that even Soviet dip- 
lomats in Tokyo have criticised the con- 
servative Tokyo correspondent of 
Pravda, the Soviet communist party 
newspaper, for being behind the times 
in his thinking about Japan and the 
Pacific. On the other hand, academician 
E. M. Primakov is prominent among 
the new Soviet thinkers and his visits to 
Japan in May and July, as head of the 
new Soviet committee on Pacific coop- 
eration, produced some of the most 
flexible and innovative Soviet thinking 
about the scope of future Soviet-Japan- 
ese cooperation. 

The new Soviet realists also recog- 





Gerald Segal is a research fellow of 
the Royal Institute of International Af- 
fairs, London, and editor of the quar- 
terly, The Pacific Review. 











Nakasone: new realism. AP 








nise that despite Japan's apparent im- 
munity to the enthusiasm for Gor- 
bachov that has recently swept the US, 
Tokyo does see the benefits of improv- 
ing relations with Moscow. Japan is 
searching for a new definition of its 
global role in an age of the declining im- 
portance of military power and the ris- 
ing importance of international eco- 
nomic clout. 

Just as Japan is improving its ties 
with Western Europe in order to lessen 
its dependence on the US, it is trying to 
find a formula to improve relations with 
the Soviet Union. Moscow has recipro- 
cated. Since July, there has been a 
marked decline in criticism about 
Japan's supposed re-militarisation. 

The Soviet realists are also aware 
that, more than in the 1970s, Japan is a 
leading source of high technology. Mos- 
cow has also reassessed the US-Japan 
relationship and concluded that rela- 
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tions between the two are more 
competitive than cooperative. 
The Japanese, like the West 
Europeans, are now said to be 
increasingly displeased with 
Washington's efforts to limit 
Japan's trade advantages in high 
technology by tightening regula- 
tions of Cocom, the coordinat- 
ing committee that controls the 
sale of strategic goods by the 
Western allies. 

A degree of what might be 
called *Japanomania" has also 
broken out in the Soviet Union 
where interest in the reasons for 
Japan's economic success and 
the strength of its cultural values 
has brought a new respect for 
Japan as a source of ideas. While 
searching for ways to revitalise 
its economy, Moscow is aware 
that Japan has a distinctive state- 
directed capitalist system that is 
far closer to Soviet-socialist 
ideas than to the economies of 
Western Europe and the US. 
Some Soviet officials have even 
suggested that Japan is best not de- 
scribed as a capitalist economy. 

This new realism and respect is not 
confined to the Soviet side. As the Ja- 
panese reaction to the visit by former 
premier Yasuhiro Nakasone to Moscow 
in July made clear, there are those in 
Japan who are anxious to be rid of the 
limitations on Japanese policy towards 
the Soviet Union. The northern ter- 
ritories — islands captured by the 
Soviets after World War II and held by 
them since then — might appear to be 
an important issue, but Japan could be 
willing to find a compromise. 

Public opinion polls in March and 
May suggest there is a consensus favour- 
ing normalised relations with the Soviet 
Union. The number of Japanese who 
regard the Soviet Union as peace-loving 
has more than doubled and a majority is 
now interested in better trade and poli- 
tical relations. 








A Roi have always been some Japan- 
ese who might hold the Soviet Union 
as a model of socialism. With the possi- 
ble revitalisation of socialism as part of 
the Gorbachov reforms, there is new re- 
spect in Japan for Soviet leaders and the 
more positive Soviet role in limiting re- 
gional conflict. There are striking con- 
trasts between what they see as the 
more forward, and threatening, Ameri- 
can "maritime strategy" in the Pacific, 
and the sharp reduction in the Soviet 
navy's operations "out of the area" of its 
home ports. 

Perhaps the most important people 
in the new coalition in Japan are the 
traditional realists, even in the Japanese 
Foreign Ministry, who are impressed 
by the extent to which Gorbachov's 
domestic priorities are leading to real 
changes in Soviet foreign policy. Some 
of them have been increasingly impress- 
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Anti-Gorbachov rally: moves towards normalisation. 
ndert 


ese detente is increasingly clear. 
With support for seeking a way 
to normalise relations growing 
in both Moscow and Tokyo, the 
problem becomes one of tactics 
rather than strategy. The obvi- 
ous question is what to do about 
the northern territories. The 
answer that is increasingly gain- 
ing acceptance in both Moscow 
and Tokyo is compromise ini- 
tiated by a moderation in Soviet 
policy. 





he obvious model is Sino- 

Soviet detente. Gorbachov’s 
recognition of the Chinese claim 
that the border runs down the 
centre of the main channel of the 
river that divides them in the dis- 
puted northeast, was little more 
than reversion to a previous, and 
more sensible, Soviet position. 
Nevertheless, China was impress- 
ed by the Soviet Union’s will- 
ingness to recognise previous er- 





ed by the Soviets withdrawal from 
Afghanistan, its pressure on Vietnam to 
withdraw from Cambodia, and territo- 
rial concessions to China along the Sino- 
Soviet border in the northeast. 

The encouraging comments by 
Prime Minister Noboru Takeshita after 
his trip to China in August, and the For- 
eign Ministry's implicit criticism of 
Chinese support for the Khmer Rouge, 
all suggest that the Soviet Union's 
Pacific initiatives have finally begun to 
impress the Japanese. 

Tokyo's realists are aware that if 
Japan is serious about carving out a 
more independent international role for 
itself, it must formulate its own policy 





Sart ee a. | 
é The route to the new 
Soviet-Japanese detente is 
increasingly clear. With support 
for seeking a way to normalise 
relations growing in both 
Moscow and Tokyo, the problem 
becomes one of tactics rather 


than strategy. ? | 





towards the Soviet Union. The excess- 
ive reliance on US guidance is an ana- 
chronism in an age of new Japanese con- 
fidence. Tokyo is also aware that even 
the often-divided West Europeans can 
articulate a common and constructive 
policy towards the Soviet Union that is 
less buffeted by the sweeping changes 
that seem to periodically shake US pol- 
icy towards the Soviet Union. What is 
more, in an age of superpower detente, 
it is both more possible and more neces- 
sary for Japan to improve relations with 
the Soviet Union, which technically is 
still at war with Japan, having never 
signed a peace agreement after World 
War II. 

The route to the new Soviet-Japan- 











- rors and to appear to be seen 
bending to China’s will. 

Similarly, Japan is looking for a 
Soviet admission that some compromise 
on the islands is possible. As Gorbachov 
indicated to Nakasone in Moscow, 
there is a chance that the still-born 1956 
agreement between the two countries 
can be revived, allowing the return of 
two of the islands to Japan. Some 
Soviets, such as Primakov, also hint that 
there is scope for "joint ventures" on the 
other two islands and cooperation in 
exploiting the fish in the surrounding 
waters. 

In fact, all it might take to break the 
diplomatic impasse is the mere agree- 
ment to discuss such options. A de-facto 
normalisation of Soviet-Japanese rela- 
tions might follow, as it did in the more 
vexed case of Sino-Soviet relations. 
Soviet-Japanese hostility has always 
been less intense than that between the 
Soviets and China. 

Of course, as the continuing debates 
about foreign policy in Moscow make 
clear, the new realists in both countries 
have their opponents. Yet few pol- 
icymakers believe that a new detente 
will be as still-born as similar efforts in 
the 1970s. Japan has a much more mod- 
ern economy and wider global connec- 
tions, and the Soviet Union is improving 
relations with all states in the Pacific 
(especially China), instead of trying to 
play off one rival against the other. 

Soviet-Japanese detente will have a 
spillover effect as well. Just as Sino- 
Soviet detente helped to calm the Ko- 
rean peninsula by restricting North 
Korea's potential for mischief, so 
Soviet-Japanese detente could help 
draw North Korea and even Vietnam 
into the booming Pacific economic 
arena. The resulting enhancement of re- 
gional stability will be appreciated in 
Peking and the rest of Asia. It might 
even be appreciated in Washington. D 
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INDONESIA 






By Michael Vatikiotis in Jakarta 


furious debate over the political be- 
; liefs of Indonesia's controversial 
*; founding father, Sukarno, has erupted 
. 18 years after his death, following the 
- publication of a book that accuses him 
-of being a Marxist. 
: "What was he really?" asked In- 
donesia's leading news magazine 
Tempo in its 24 September issue. 
= “Nationalist, Muslim activist, Marx- 
ist?" Such discussion has dominated 
the press, as several ministers and most 
‘leading columnists and intellectuals 
“have aired opinions on “Bung [elder 
L brother] Karno.” 
| o> The controversy originated with the 
| publication of Who Sows the Wind, 
| Reaps a Tempest, by a former intelli- 
“gence officer. Sugiarso Surojo. The 
| book alleges Sukarno was deeply in- 
-volved in the abortive coup in 1965 and 
-- that he had been a dedicated Marxist 
*.Sincé his student days in the 1920s. The 
author concludes that Sukarno “ren- 
_ dered his country many great services. 
-< But his treason was also great." 
cvo Drawing on some documentary ma- 
terial but also a great deal of cir- 
- -eumstantial evidence, Surojo infers that 
© Sukarno has not been recognised for the 
t" erypto-communist" and “conspirator” 








What was Bung Karno? 


| - A new book on Sukarno rekindles debate over his ideology 


that the author claims he was. Asked in 
a recent interview why Sukarno, as pre- 
sident, would have secretly helped the 
Indonesian Communist Party to seize 
power, Surojo admitted that this was in- 
deed puzzling. "Where else can you find 
a head of state urging a seizure of power 
over a government under his own con- 
trol?" he said. 

The author is convinced, however, 
that while many saw Sukarno as the ar- 
chitect of the nation's unity, he was a di- 
vider of the nation. "The time has come 
for our national history to be 
straightened, written objectively, so as 
to be a mirror for our future leaders and 
for the younger generation." 

Critics say that Surojo has distorted 
the image of the man who, for all his 
faults, led the country to independence. 
Many of Indonesia's most noted column- 


ists rushed to Sukarno's defence in a | 


slew of editorials that accused Surojo of 
shoddy scholarship and opportunism. 
Ironically, many of those writing in de- 
fence of Sukarno — or perhaps more in 
the defence of history — were of the 
generation of intellectuals who either 
suffered under his rule, or joined the 
movement that eventually toppled him 
in the mid-1960s. 


The issue. was thrust even further 

- into the public eye after several minis- 
ters gave their opinion. Attorney-Gen- 
eral Sukarton Marmosudjono, who has 
the power to ban the book but has not 
done so, described it as “unethical” to 
criticise a national hero in this manner. 
Adding his view, State Secretary Mur- 
diono fanned the flames of controversy 
by saying that Sukarno's role in the 1965 
affair had invited censure by the 
People's Consultative Assembly and 
that the lessons of history should be 
heeded. This seemed at odds with In- 
terior Minister Rudini, who said that it 
was wrong to discredit Sukarno in view 
of his contribution to the nation. 

Despite intensive speculation about 

who may have been behind the book's 
publication, behind the flurry of 
rhetoric about Sukarno that sub- 
sequently appeared in the press, lies a 

| genuine desire for historical introspec- 

tion. The last time the issue was so hotly 

debated was in 1985, following the pub- 

lication of a school textbook which, cri- 

tics said, played down Sukarno’s con- 

| tribution to the struggle for inde- 

| pendence. The textbook was later re- 

| vised. 

| Then came 

| Sukarno image during the 1987 election 

| campaign — and its effective use by the 

| Indonesian. Democratic Party, into 

| which many pro-Sukarno nationalists 

i 

| 

i 
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the revival of the 


|i were merged early in President 
Suharto's New Order. Surojo says this 
i partly moved him to write his book — 
fuelling suggestions that scenes of 
| young campaigners enthusiastically 
= waving portraits of Sukarno were not 

































i goverment acts to stop - 


By edar) Man Singh in Kathmandu. 





tics, Kathmandu has moved to 
op students going to Mo: 

higher studiesunder 
iltural fellowships. 





dn early Sep- 
fellowships on the rec- 


epal ommunist Party leaders or by 
inning prizes in Soviet cultural con- 
fests, had their Passports seized at 
Kathmandu airport. Si es 

They were found to possess pass- 











nted from leaving the country. - 


Sovi t ideological influence z 


1 an apparent bid to check Soviet 
deological influence in Nepalese - 
viet ponsored - 
mber, a group of 40 departing stu- 


ports without valid endorsement by - 
the Nepal Foreign Ministry for travel 
the Soviet Union and were pre- 


- However, more than 80 such students 


-had already left the country a week 


-earlier in two groups. 


The Soviet Embassy in Kathmandu 


promptly responded by refusing to- 


grant re-entry visas to the Soviet 


Union for Nepalese students whe had 


“returned to their homes for their an- 
nual vacations. More than 800 stu- 


dents are currently. studying in the 
: Soviet Union in different faculties 
under both official scholarships and 
: cultural fellowships. — 


This year the Soviets had offered 


ma than 130 cultural fellowships — 
: plus about 100 other official scholar- 
ships for higher studies in such | subjects : 











“puter science. Out of this, the Nepal- 





and mechanical engineering and com- 


ese Government had selected abouta ` 

third of the students and they were _ 

given suitably endorsed passports. — 
The row has greatly disappointed 


those Nepalese who wanted to pursue _ 


higher studies abroad, especially be- — 





cal personnel. 


as medicine, aircraft engineering, civil ^ - 


—] One such lesson, 
‘cause such facilities are not adequate — _ 

in their own country, which also faces _ 
-an acute shortage of boat techni- 


well received in certain quarters. 

“Everybody has his own reasons for 
using Sukarno as a powerful image,” 
one senior editor told the REVIEW. 
Clearly, some have used the con- 
troversy stirred up by the book to cast a 
look ahead as well to dwell on the past. 
In a sensitively written commentary, 
Gunawan Mohammad, editor of 
Tempo, argued that though difficult to 
understand, the Sukarno era imbued In- 
donesians with a sense of purpose. 
"Bung Karno came from a time when 
love of praise and the passion for glory 
were considered more important than 
the desire to be rich," he wrote. Not 
feeling this anymore, he concludes, 
“has caused us to feel that we have lost 
something." 

Modern Indonesia, with its emphasis 
on economic development and regional 
harmony is unlikely to welcome a re- 





| kindling of the kind of fiery idealism 
| that underscored Sukarno’s nationalist 


themes. But there remains a desire to 
understand Sukarno’s Old Order — and 
digest the lessons to be learned from it. 
according to the 
Jakarta Post, is that “the concentration 


| of power in the hands of one leader, 





alone, unchecked by legislative and 


a judicial control, could be disastrous for 
| the country.” 
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TIBET 


One game, two courts 


Peking and Dalai Lama talk past each other 


By Salamat Ali in New Delhi and Robert Delfs in Peking 


Ps. and the Dalai Lama, Tibet's 
god-king in exile, are beginning to 
talk publicly of the possibility of direct 
negotiations over the future status of 
the Himalayan autonomous region that 
y public unrest over 
. So far, however, they 
i ay talking past each 






: dependence and that 
no foreigner be involved in the discus- 
sions. Peking also refuses to deal with the 
Kashag. the Dalai Lama's government- 
in-exile, based in Dharmsala, India. 
On the same day, the Tibetans re- 


sponded in a statement: “Obviously we 


hold different views and stands on many 
is re prepared to discuss 
ie these through direct 
-But it came from the 
not the Dalai Lama to whom 


the offer: was expressly directed, and ig- 







i nored all of Peking's conditions. 


Moreover, it would appear that the 


-- Kashag does not envision that the Dalai 


Lama will participate in any talks. As 
far back as 27 July, the Kashag had 
named a five-member delegation, 
minus the Dalai Lama, for any negotia- 
tions with Peking. It is headed by 
Kashag information and security minis- 
ter Tashi Wangdi and includes one for- 
eigner — Michael Van Walt Van Praag. 
a Dutch lawyer and adviser to the Dalai 
Lama. 

The Dalai Lama's refusal to person- 
ally answer Peking's offer and insistence 
on sending a Kashag-nominated delega- 
tion without dropping the foreigner is 
unlikely to go unnoticed in Peking, even 
though Tibetans say that Van Walt 
could stay in the background if explora- 
tory talks are held. Peking has said 
categorically that once its conditions are 
accepted it will "designate one official 
with certain rank to have direct dialogue 
with the Dalai Lama." 

On 15 June, the Dalai Lama pro- 
posed that Tibet be made a self-govern- 
ing political entity ' “in association” with 
China. China “could corte _Tesponsi- 
bie for Tibet's foreign policy,” but “the 
government of Tibet should . . . develop 
and maintain relations . . . in the fields 
of religion, commerce, education, cul- 
ture, tourism, science, sports and other 
non-political activities," he told the 
European Parliament. The government 
of Tibet, he added, would have the right 
to decide on all affairs relating to Tibet 
and Tibetans. 

Peking rejected the Strasbourg pro- 





posal as a basis for talks because the 
Dalai Lama “has not at all relinquished 
the concept of independence for Tibet.” 
Peking added: “The Dalai Lama should 
place himself in the great family of the 
unified motherland and join the central 
government, the people’s government 
of Tibet and the Tibetan people in dis- 
cussing the major policies concerning 
Tibet.” The Kashag, however, insists 
that the Strasbourg proposal provides 
“the only reasonable basis for solving 
the Sino-Tibetan problem.” 

. The latest Chinese offer to meet “in 
Peking, Hongkong or any of our embas- 
sies or consulates abroad," is essentially 
the same as that privately offered to the 
Dalai Lama's elder brother, Gyalo 
Thondup, in Peking earlier this sum- 
mer, diplomats say. Repeating the offer 
at this time is good public relations, 
given that the anniversary of the 1987 
October riots in Lhasa is imminent and 
also given that Peking knows how the 


TAIWAN 


By Shim Jae Hoon in Taipei 


fter easing decades-old restrictions 
on contacts with China, Taiwan's 
ruling Kuomintang (KMT) is undergo- 
ing a phase of internal confusion as con- 
servatives apparently try to slow — but 
not reverse — the trend. On 21 Sep- 
tember, its 31-member central standing 
committee voted to expel Hu Chiu- 
yuan, 78, a senior party legislator, for 
making an unauthorised trip to China 
and discussing reunification prospects 
with communist officials in Peking. 
President Lee Teng-hui approved 
Hu's ousting, accepting a recommenda- 
tion from the KMT disciplinary commit- 
tee that Hu had violated Taiwan’s ban 
on official contacts with China. Hu ar- 
rived in Peking on 19 September, and 
had a meeting with Li Xiannien, former 


state president and now the chairman of | 


the Chinese People's Political Consulta- 
tive Conference (CPPCC). He also met 
with former premier Zhou Enlai's 
widow, Deng Yingchao, who once 
headed the CPPCC. 

Hu, a native of Hupei province 
elected to the KMT legislature in 1947, 
boasts a long record of endorsing liberal 
contacts with China. A nationalist in his 
thinking, his chief argument has been 































Dalai Lama would respond to any su 
gestion that the concept of an indepe 
dent Tibet be abandoned. : 
The conditions Peking attached 
offer indicate that it anticipated ~ 
hoped to forestall — an attempt by th 
Kashag to claim any talks as gove 
ment-to-government negotiations, t 
giving the Kashag a form of legitima 
that is now denied by Peking and, f 
that matter, New Delhi. The Strasbou: 
proposals have been widely perceive 
as à concession of sovereignty. but th 
relationship of "association" sugges 
ed carefully preserves Tibetan cla 
to sovereignty under “internation: 
law. EE = 
Although it would cede- contro 
foreign relations to Peking and provide - 
for a temporary continuation of China 
military presence, Tibet's internal à 
tonomy would be unqualified, and 
"associated" relationship with: Ch 
could be unilaterally modified or ài 
gated by the Tibetan side at any tim 
(REVIEW, 7 July). 
Is the ball back in Peking's court 
That is hard to say given that the tw 
sides seem to be playing in differei 
courts. Peking may choose to ignore 
Kashag response. After all, its pos 
at least officially, is that. this shot ca: 
from the spectators’ stands. == o 





Confusing contacts 


KMT legislator's visit to Peking draws party censure 











that the KMT and the Chinese. Cor 
munist Party (CCP), sharing commo 
roots in China’s history, should close 
ideological differences. : 

Such a simplistic argument sways” 
neither the CCP nor the KMT.. Chir 
advocates "One nation, two systems 
along the lines of the Hongkong com- 
promise, while the KMT insists on 
China abandoning the communist sys- 
tem. And Huin his meetings withLiand 
Deng, according to press reports hete, 
made no mention of where he stood be- _ 
tween the two positions. 2 

However, the KMT conservative op- 
position seems determined to maintain | 
a consistent stance lest Peking misun- 
derstand its position. At the standing - 
committee session, presidential adviser- 
Shen Chang-huan, legislative speaker 
Nieh Wen-ya, national assembly secret 
ary-general Ho Yi-wu and chief of gen- 
eral staff Gen. Hau Pei-tsun, focused _ 
their argument on the need for the KMT 
to uphold its principle of no official con-- 
tacts. 

Thus Hu will be allowed to retain his’. 
legislative seat but will lose the KMT af- 
filiation and also be barred from making 
another overseas trip tor two years. gy 
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JAPAN] 


The moment of transition 


By Nigel Holloway in Tokyo 


ver since Emperor Hirohito under- 

went internal surgery a year ago, the 
Japanese have been preparing them- 
selves for the possibility of a new em- 
peror and for what, at least in name, will 
be a new era. 

Crown Prince Akihito, the elder son, 
has taken over all the emperor’s duties, 
the fourth time the heir-apparent has 


had a dress rehearsal. The succession | 


will, in any case, be a smooth one. At 
the age of 54, Akihito has had plenty of 
time to learn from his father, who has 





ruled longer than any other monarch 
this century — since December 1926 — 
and longer than any of his forbears in a 
dynasty that stretches back to when 
Europe was still in the Dark Ages. 

In constitutional terms, the imperial 
succession makes no difference at all to 


| the process of government. Under the 
1947 constitution, all acts of state, from | 


appointing the prime minister to prom- 
ulgating the laws of parliament, are un- 
dertaken by the emperor “on the advice 
and approval of the cabinet.” For most 





of the time since records were kept, the 
powers of the office have been purely 
formal ones — until the Meiji era, thatis, 
when it served the interests of the state to 
enhance the role of the monarchy to help 
focus national goals on one man. 

From the viewpoint of history, the 
death of Hirohito may well be regarded 
as one of the most important milestones 
in Japan since the end of World War II. 
How the Japanese and the rest of the 
world respond to the event will say a lot 
about the country and its place in the 
world. The end of the era of Showa, 
which means “enlightened peace,” is 
likely to re-open the debate about 
Hirohito’s role in the Pacific War. 


Imperial institution has to straddle modernity and tradition | 
Essence of an era 


By Andrew Horvat in Tokyo 


In May 1984, one of 
Japan's most influen- 
tial magazines, Bun- 
gei Shunju, asked sev- 
eral Japanese intellec- 
tuals what they ex- 
pected of Crown 
Prince Akihito. Al- 
though no one mentioned even the pos- 
sibility that an imperial succession was 
near — to have done so would have 
been disrespectful — it was clear that 
the magazine was taking a poll of how 
the nation’s leading intellectuals saw 
Akihito as emperor. The responses — 
sometimes strongly worded, and often 
mutually incompatible — augur an 
eventful reign for Akihito. 

On one end of the political spectrum 
stood Kyoto University historian Prof. 
Yuji Aida who denounced Akihito’s 
Western-style, Christian-influenced 
education during Japan’s period of for- 
eign occupation, calling it “an irreversi- 
ble mistake.” 

Aida called Akihito's American 
tutor, Elizabeth Gray Vining “an East 
Coast WASP [White Anglo-Saxon Pro- 
testant] who worshipped British ways," 





and who passed on alien European ideas | 


of monarchy to the crown prince in the 
four years that she taught him “under the 
guise of being his English teacher.” 
Aida argued that the Japanese 
people do not want a “European-style 
king, who is the flower of the diplomatic 
and social circuit and whose wife is the 
first lady of his country.” That is not an 
image the Japanese hold of themselves, 
he stressed. "We want a spiritual leader, 
with no attachments to property, 
power, status and other trappings of this 
world, but who prays to the gods for the 
happiness of the Japanese people . . . 





The crown prince lacks these qualities, 
and I worry about the future." 

In the same survey, an equally popu- 
lar scholar, sociologist Hidetoshi Kato, 
showered praise on the crown prince, 
calling him a “good symbol of post-war 
democracy." Kato attached great sig- 
nificance to the words the prince used 
when thanking him for "taking care of 
my son" at university. Prince Hiro, 
Akihito's eldest son, took a course from 
Kato at Gakushuin, the former peers’ 
school. Kato confessed to having been 
deeply moved by Akihito's use of the 
everyday expression musuko (my son) 
instead of the formal and distant "Hiro 
no miya (Prince Hiro). 

“At that moment," recalled Kato, “I 
felt that the crown prince had really be- 
come a symbol of the good aspects of 
our post-war democratic system and I 
wanted him to be able to continue to 
function as such in the future." 

For the time being, it is impossible to 
tell just which of various political groups 





About the only issue on which all 
parties agree at present is that a succes- 
sion will go a long way to renew the po- 
pular appeal of the imperial institution. 
On a Sunday as Hirohito lay gravely ill, 
51,000 people stood in line in a down- 
pour to sign condolence books for 
Hirohito which the Imperial Household 


| Agency set out under tents outside the 


palace. One 29-year-old civil servant in- 
terviewed in front of the palace spoke 
for thousands when he said he “had not 
taken much interest in the emperor be- 
fore." Now that the emperor was sick, 
the young man felt sorry for him. 

As nationalist critic and writer 
Hideaki Kase put it during a recent lec- 
ture: “The new era [under Akihito] will 
free us from the yoke of 1945 and the na- 
tional shame [of defeat]." Kase held out 
the hope that the changeover might 
even provide the necessary impetus to 
rewrite the 1947 constitution enacted 
under the Allied Occupation. This 
turned the emperor from god to a “sym- 
bol of the state and of 





will emerge ascendant 
under Akihito — the 
nationalists, who want 
to re-establish the di- 
vinity of the emperor, 
the politicians, who 
seek to use the throne 
for public relations 
value, or the liberals, 
who wish to turn the 
emperor into a British- 
style monarch in the 
hope of depriving the 
other two groups of 
the opportunity ` to 
exploit the power the 
imperial family may 
once again come to 
have over the people. 


Hirohito opening parliament. 





the unity of the 
people." Although the 
agenda of the conser- 
vative forces is by no 
means clear, Kase 
suggested that the 
"emperor ought not to 
be seen too often," ad- 
ding that perhaps it 
might be an idea to re- 
turn him to Kyoto. 
"We do not want 
our emperor to be like 
the British  royals," 
said Kase. “He is not 
supposed to be an en- 
tertainer . . . He isa 
holy man.” 
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Just like the current discussion in the 
Soviet Union about what Stalin did in 
the war, this is of much more than 
academic interest, because the debate 
will reflect how people see Japan today. 

A possible foretaste of certain for- 
eign attitudes were articles on the front 
pages of two popular British daily ta- 
bloid newspapers, The Sun and the 
Daily Star. Their 21 September issues 
contained headlines like "Hell's waiting 
for the truly evil emperor," and the arti- 
cles catalogued some of the atrocities 
committed by Japanese troops in their 
drive through Asia. The government in 
Tokyo protested about what it called 
deliberately abusive language, but 
Japan may have to prepare itself for 
more such attacks, though in less sen- 
sationalised forms. uu 


Over the past several days, as Em- 
peror Hirohito lay on his sickbed, the 
first volleys were fired in this political 
debate about redefining the Japanese 
monarchy under Akihito in the years to 
come. In characteristic Japanese fash- 
ion, the discussion focused on a side- 
issue — the custom of choosing a new 
name for the next imperial era. 

In Japan, the present era, called 
Showa (enlightened peace) began on 25 
December 1926, the day Hirohito be- 
came emperor. As Hirohito's condition 
was described officially for the first time 
as serious, speculation began to mount 
on the name of the era under Akihito. 

But on 22 September, Justice Minis- 
ter Yukio Hayashida called for an end 
to open discussion of era names in the 
media out of consideration for the feel- 
ings of the ailing emperor. 


l^ Japan an estimated 80% of the po- 
pulation knows 1988 as Showa 63. All 
official documents — except passports 
— must be dated as Showa. But the 
issue goes far beyond simple office pro- 
cedure. Last year, 54 teachers were 
punished in a school district near 
Hiroshima for issuing high school 
graduation certificates dated in the 
Christian era. 

Critics of the system do not object so 
much to the clumsiness of converting 
from era name dates to the Western 
calendar as to the secrecy surrounding 
the choice of the name for the next era. 

*We do not want an era name chosen 
without the consent of the people," ar- 
gued the Asahi Shimbun in an editorial 
on the same day as Hayashida's criti- 
cism of the media. “It is only natural 
that the new name be based on the doc- 
trine that sovereignty rests with the 
people.” 

Asahi’s demand, therefore, that the 
eraname be discussed openly is symbolic 
of a desire by a segment of the Japanese 
public for a democratic monarchy, the 
kind which Akihito — more than any 
previous member of the Japanese impe- 
rial line — has come to represent. 














Prince Akihito: diplomat or spiritual leader? 











Conversely, the demand for discre- 
tion can be interpreted as a return to the 
days when the now-defunct Privy Coun- 
cil chose an era name from the Chinese 
classics and enforced its use. 

The era name is but one of a long 
list of emperor-related political issues 
which will have to be re-interpreted in 
the course of an imperial succession. 
Some others will be the singing of the 
Kimigayo, the Japanese equivalent of 
God Save the Queen, which at present 
is not an official national anthem, and 
the raising of the Hinomaru flag (with 
the design of the red ball on white 
ground), which at present also lacks 
legal basis. 

Perhaps the most important of the 
pending issues is the enthronement 
ceremony, or daijosai, in which the em- 
peror undergoes a ritual transforming 
him into a woman. He is then impreg- 
nated by the gods and is reborn as a 
god himself. The daijosai is a challenge 
to the post-war Japanese constitutional 
separation of religion and state. For the 
nationalists, it is a heaven-sent issue be- 
cause it puts the 1947 foreign-dictated 
constitution in the worst light possible 
— standing in the way of Akihito's 
proper enthronement. 

Three major opposition parties — 
the socialists, communists and the 
Buddhist Komeito, have refused to ap- 
prove the financing of the daijosai from 
the national budget. The government 
will have the option to ask for a public 
subscription, which is expected to be so 
overwhelming as to embarrass the op- 
position. 

Prof. Kiyoshi Inoue, former history 
professor at Kyoto University and long- 
time critic of the imperial institution, 
sees the next two years as a series of re- 
ligious rites which will be used to test the 
loyalty of the Japanese people. “When 
the new emperor ascends to the throne, 
every Japanese will be judged by 
whether he celebrates this or not," said 
Inoue. “That is how people will be de- 
termined to be good Japanese or bad Ja- 
panese." [R] 





A prince for 
his times 


i n the contest for control of the imperial 
institution, Crown Prince Akihito, 54, 
cannot be described as a passive par- 
ticipant. His personal preference for an 
open, democratic and pacifistic monar- 
chy is well known. About two years ago, 
a small article in a Japanese newspaper 
announced that his motorcade had 
begun to stop at red lights. Previously, 
he and his outriders had sped through 
intersections, sirens blaring, lights 
flashing. 

According to the same report, the 
idea of turning off the sirens and lights 
came personally from Akihito, who saw 
no need for the imperial institution to 
get in the way of ordinary people. 

Not all of Akihito's attempts to bring 
the imperial institution closer to his sub- 
jects have been as successful. In May 
1985, he and his family took the train to 
a children's park. The official explana- 
tion, that the roads would have been 
crowded, was correct. But police had 
totally cleared the train of passengers so 
as to ensure the safety and comfort of 
the prince and his family. 

All the same, unlike his father, who 
only rode on a special train and who had 
a railway station all to himself, Akihito 
did succeed in taking a commuter train 
— no mean achievement for the scion of 
a family whose head was venerated as 
*god incarnate" until just 42 years ago. 

Akihito was 12 years old when his 
father made a special broadcast re- 
nouncing his divine status soon after 
Japan surrendered at the end of World 
War II. And though Hirohito did 
mingle with the people of his defeated 
country in the late 1940s for a short 
period, in later years his contacts with 
ordinary citizens were strictly limit- 
ed, partly by protocol and partly by old 
age. 

Akihito's period as crown prince, 
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especially in the 1950s and early 1960s, 
..was nothing short of revolutionary by 
|. Japanese standards. Unlike his father, 
| who was brought up largely in isolation 
= by stern Confucian tutors, Akihito went 
«to school, at first with members of the 
| former Japanese aristocracy and later 
-with commoners. The story is told that 
"after Japan's defeat, Akihito was teased 
by his school mates and called the 
© “Pauper Prince.” 
Under the guidance of Shinzo 
Koizumi, an educator who was a confi- 
“dant of the pro-British post-war prime 
minister Shigeru Yoshida, Akihito 
= broke with tradition by marrying a com- 
moner, the former Michiko Shoda, 
-daughter of a flour-milling magnate. 
After moving into a modern palace, 
; Akihito and Michiko became models 
¿for Japan's newly emerging middle 
< class. They represented what the Japan- 
ese call "my home-ism" (the nuclear 
family), ^ democracy and inter- 
^nationalism. 


































:tered out to the household of an aristo- 
-cratic retired admiral). Their oldest son, 
Prince Hiro, whose marriage prospects 
«are the talk of the gossip columns, also 


The future role of the 
emperor will depend 
not only on the 
character and deter- 
mination of Akihito 
"but also on the Impe- 
rial Household 
wR Agency which man- 
* ages his affairs. In a country where the 
“observance of form is at least as impor- 
tant as the emphasis on substance, the 
-agency has enormous influence over the 
_ public face of the monarchy, determin- 
ng Where the imperial family goes, 
«what it says and whom it sees. House- 
: hold officials kept television and news- 
“papers away from Hirohito in Sep- 
_ tember of last year so that he could not 
- learn the details of his own illness. 

The 1,130-strong agency does not al- 
Ways get its own way with the imperial 
-family — Akihito was able to marry a 
| commoner, after all — but these are the 
«exceptions to the rule. In 1982, Prince 
VCFomohito. of Mikasa, a nephew of 
` Hirohito, threw the court into confusion 
-by announcing his wish to be removed 
_ from the Imperial Family Register and 
«to become a commoner. But somehow 
_ he was prevailed upon to change his 
mind and quietly gave up the idea of 
E dropping out. 

~es One reason for the power of the 
X agency over the royal family is its con- 








became the first heir:to the throne to 
study abroad — at Oxford — and his 
younger brother, Prince Aya, is now 
also studying there. 


T* much-publicised tennis-court ro- 
mance of Michiko and Akihito might 
strike people today as somewhat cont- 
rived, but in the 1950s, the Japanese 
were so taken by it that millions of 
families purchased TV sets just so as to 
be able to watch the imperial wedding. 
Similarly, when the newlyweds moved 
into their palatial residence, weekly 
magazines were suddenly filled with 
stories of how Michiko was “just like 
any other housewife,” preparing boxed 
lunches and cooking meals. 

The choice of Michiko as the prince’s 
bride carried a message of openness in a 


cultural sense too. As Michiko had - 


graduated from Sacred Heart College, a 
Christian school in Tokyo, the marriage 
marked what appeared to be a period of 
tolerance towards the alien religions. 
Shintoism, after all, had been the estab- 
lished religion of Japan until 1945, and 
Akihito’s father had been its high 
priest. 

The last of the three ideals, inter- 
nationalism, was satisfied by Akihito’s 
stint with his American tutor Elizabeth 


Unique influence of the 
emperor's custodians 


trol of the purse strings. The emperor 
has no money of his own; all his vast pri- 
vate wealth was confiscated after the 
war. Charles, the Prince of Wales, once 
gave an insider's view of royalty: “If 
they have to look to the state for every- 
thing, they become nothing more than 
puppets and prisoners in their own 
countries. That's what happened to the 
Japanese royal family. They can't even 
go on holiday without asking parlia- 
ment." 

Prince Tomohito has tried hardest to 
make the imperial family more open 
and more like the British royals, but 
with little success. The household 
agency has tried to keep "the Chrysan- 
themum curtain" around the throne 
drawn as tightly as possible to try to pre- 
serve some of the old mystery. The 
Asahi Shimbun's scoop of September 
1987, that Emperor Hirohito had an in- 
testinal illness was the first time that the 
sovereign's private life had been re- 
ported in the media other than through 
official channels. 

It was hoped that this would prompt 
the agency to relax its grip on informa- 
tion about the royals, but, if anything. 
officials provided so few details about 
Emperor Hirohito's condition in recent 
days that even some cabinet members 
complained. And the grand chamber- 
lain, Shoichi Fujimori, berated the press 


| 





Gray Vining and. Michiko's- fluency 
with the English language, which she 
acquired at her foreign-influenced 
school. 

Arguably, each of the above three 
goals have been re-evaluated recently 
by Japanese who are now far more 
proud and confident of their own in- 
stitutions than they were at the time 
when Akihito and Michiko were mar- 
ried, some 14 years after Japan's de- 
feat. 

Whereas in the 1950s, the advent of 
a "human Crown Prince" marrying a 
commoner might have seemed posi- 
tive, two years ago a young historian, 
Michinori Kobayashi, took issue with 
the remaking of the imperial family “in 
the image of the ideal family of to- 
day's mass society," calling it danger- 
ous because "it will inevitably lead to 
the cheapening of a precious institu- 
tion.” 

Akihito’s internationalism, too, has 
had to be defined within limits. While 
sons Hiro and Aya can go to Oxford, a 
critic writing in the monthly magazine 
Gendai last year pointed out that “there 
will be no blue-eyed bride” for 28-year 
old Hiro. “The choice must be accept- 
able to the people,” the magazine 
stressed, echoing a sentiment Akihito 





for publicising leaked. information from 
the prime minister’s office that in some 
cases contradicted the reports from the 
agency. 

The government and the media have 
also fallen out over the procedure for 
choosing a name for the new era that 
will begin on the accession of Akihito. 
This is not a frivolous matter, since all 
Japanese publications and announce- 
ments will almost immediately have to 
replace the old Showa dating of the 
years under Hirohito with the name for 
the new era. Newspapers have criti- 
cised the government for consulting 
only a small circle of academics and 
politicians about the new name and for 
the haste with which the choice will be 
promulgated. Officials have, in turn, 
taken the journalists to task for 
speculating on what the name should, 
or will be. 


qi who believe an emperor should 
be an aloof figure are now trying 
to ensure that the rites and ceremonies 
of the succession strictly follow the 
observance of Shintoism, the national 
religion. This is not as easy as it sounds. 
By a tradition which goes back to the be- 
ginning of the dynasty at least 1,500 
years ago, the emperor of Japan is arch- 
priest of Shinto, the conductor of magi- 
cal rites that safeguard the nation’s 
prosperity. 

Legend has it that Jimmu, the first 
Emperor in 660 BC, was descended 
from the Sun Goddess, Amaterasu, 
who created Japan. As every emperor 
since then is said to have succeeded in 
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himself once made at a news confer- 


ence. 

A survey by the Economic Planning 
Agency taken in 1985 showed that two- 
thirds of the Japanese people were op- 
posed to marriages between foreigners 
and Japanese. Another survey showed 
that those Japanese who did not want to 
have foreign friends (45.8%) outnum- 
bered those that did (36.4% ). 


l5 recent years, members of the 
Tokyo Lawn and Tennis Club have re- 
ported that Akihito has dropped in 
more often than before. Rumour has it 
that he must have known that his days of 
freedom were numbered. 

While the Imperial Household 
Agency's 1,130 civil servants will soon 
come to control Akihito — in much 
the same way that they determined 
his father's life from the food he 
ate to the clothes he wore — , 
the most important changes | —- 
that he will effect, will be sym- 
bolic and will come about au- 
tomatically. 

Unlike his father, whose 
photograph in military uni- 
form mounted on a white 
horse can still be seen in his- 
tory books, Akihito is totally 


| an unbroken line, belief has 
it that royal prayers to the 


gods will be particularly effec- 
tive. 

The problem is that the 
1946 constitution separates 
religion from politics and 
proclaims that the emperor is 
"the symbol of the state." 
Thus, if all the rites are to be 
performed under Shinto, they 
will have to be private cere- 
monies in which the cost is 
borne by the state. The gov- 
ernment has already decided 
that the first ceremony of the 
new era — the handing over of 
the mirror, sword and jewel, 
the three treasures symbolic of 
imperial office — willgoahead | Well- 














eis die 
wishers gathering in fron 


untainted by Japan's era of military 
expansionism. In that sense, he is 
likely to do far better than his 
father in fulfilling his constitutional 
role. 

Contrary to being a symbol of unity, 
Hirohito's war-time role cast a shadow 
that stretched well into his later years on 
the throne. A poll the Kyodo News 
Agency took in 1984 on popular feelings 
towards the emperor found 2576 of re- 
spondents accusing him of being guilty 
forthe war, andan equal number absolv- 
ing him. Some 42% responded with a 
"cannot say." The attempt to portray 
Hirohito as a warm, fatherly figure eli- 
cited equally lukewarm results. In 
March 1986, a poll by the Asahi Shimbun 
newspaper found 40% saying they had 
“no particular feelings” about Hirohito. 
A mere 22% responded that they had a 
“friendly feeling” towards him. 
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tof the Imperial Palace: divided opinions. 


But the removal of the burden of the 
imperial family's widely perceived war 
guilt in the event of the crown prince's 
accession to the imperial throne seems 
to be causing far more optimism for 
nationalists than liberals. Takayuki 
Kan, playwright and writer, whose life 
has been threatened for opposing the 
imperial system, said he felt personal- 
ly more sympathetic towards Akihito 
because he is known to be a pacifist. 
The absence of war guilt, said Kan, 
“made it all the more difficult to criticise 
him. There is no poison in [Akihito], no 
evil . . . so he may end up being more 
useful.” 

Historian Kiyoshi Inoue too said the 
shelving of the war-guilt issue would re- 
move an obstacle to the imperial house 
once again becoming a pillar of support 
for the military. (Since the Allied Occu- 
pation, the imperial family and the Self- 
a Defence Forces have been 
i| kept rigorously apart. The im- 
perial palace is guarded by 
a special police unit.) "It is 
said that [Akihito] is a paci- 
fist,” said Inoue, “but he can 
still be made into a military 
symbol regardless of his per- 
sonal convictions.” 

— Andrew Horvat 


The article has reportedly 
been condemned for alleged 
distortions by members of the 
palace. It also has raised fears 
among Japanese liberals that 
rightwingers will try to use 
the prolonged period of suc- 
cession to mythologise the im- 
perial institution again. Be- 
tween 1889 and 1945, Shin- 
toism became the national 
ideology in which the divinity 
of the emperor was used to 
produce a form of fascism that 
led to war. The notion that he 
was a god was repudiated by 
Hirohito soon after Japan's 
capitulation. 

These fears are unlikely to 
be realised in modern-day 








immediately upon accession. 

This is a relatively simple ceremony 
compared with the full assumption 
of office, called the daijosai, which 
is expected to take place about a year 
after the end of the 12-month mourn- 
ing period. In this ritual, the emperor- 
to-be enters a shrine to be symbolical- 
ly transformed into a woman, to be im- 
pregnated by the gods with divine qual- 
ities. 

Government sources reckon that the 
cost of this ceremony alone (which in- 
cludes the cultivation of a special rice 
harvest and elaborate security arrange- 
ments to ensure the whole process is not 
disrupted by saboteurs) may come to 
X10 billion, compared with the Impe- 
rial Household's annual budget of ¥ 11 
billion. Sources estimate that the total 





cost of the dozens of ceremonies and the 
security for all the visiting dignitaries 
will come to ¥1 trillion (US$740.6 mil- 
lion). 


raditionalists fear that the emperor 

will not be a fully fledged office- 
holder unless all the ceremonies are 
strictly observed. So worried were some 
people that an article appeared in the 
respected monthly magazine Bungei 
Shunju last December signed by “con- 
cerned members of the Imperial House- 
hold" claiming that the agency was to- 
tally unprepared for “X-day” (the 
media’s term for the death of Emperor 
Hirohito) and suggested that the rituals 
should be undertaken by the state to en- 
sure they were properly conducted. 





Japan. A stronger possibility, 
instead, is that nationalists will try to 
heighten the symbolic power of the em- 
peror to bring it more into line with 
Japan’s larger world role. On a more 
mundane level, the ruling Liberal 
Democratic Party may see the event as 
an opportunity to exploit any wave of 
conservatism that may follow the death 
of Hirohito. 

The emperor has already played a 
more prominent part in political life: 
Hirohito’s 60th year on the throne was 
celebrated with more fanfare than his 
50th had been. Former prime minister 
Yasuhiro Nakasone moved the event 
forward from December 1986 to May of 
the same year — and called a general 
election the following month, which he 
won by a landslide. — Nigel Holloway 
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INDIA 


To peace with Pepsi 


Gandhi's concessions fail to tackle the Punjab crisis 


By Salamat Ali in New Delhi 


pn Minister Rajiv Gandhi's long- 
awaited 21 September visit to the 
strife-torn state of Punjab yielded sev- 
eral political and economic concessions, 
but fe 

in solving the crisis caused by militant 
Sikh separatists. To most observers the 
trip highlighted the obvious: Punjab’s 
return to normalcy will have to be a 
long drawn out process, and while New 
Delhi will patiently chip away at the 
problem’s periphery, it is open to sug- 
gestions and ready to try any viable poli- 
tical alternative. 

On the eve of Gandhi's tour, the In- 
dian Government took three important 
measures to appease Punjab. First, it 
announced the release of 138 Punjabi 
political detainees held without trial in 
Rajasthan state since the Indian army’s 
Operation Bluestar in June 1984. 
Another 188 of the Bluestar detainees 
are still held in Rajasthan. 

Secondly, the country’s central 
bank, offered relaxations of bank cre- 
dits to industries in Punjab. Existing 
credit concessions were extended up to 
March 1990. Nationalised banks were 
also ordered to double the discretionary 
limits of their officers in Punjab for 
loans to industries. 

The third step was a post-haste clear- 
ence granted to a joint venture by US- 
based Pepsicola — after years of dither- 
ing in New Delhi — to set up a soft- 


ll short of any major breakthrough - 





drinks cum vegetable 
and fruit processing 
project in Punjab. Esti- 
mated to create 25,000 
jobs in Punjab and an 
equal number outside 
the state, the project is 
to process a quarter of 
the state's total pro- 
duce. 

In the course of 
his tour, he also laid 
the foundation stone 
for a Rs 2.4 billion 
(US$167 million) pa- 
per mill in Amritsar 


district. | Welcoming | Gandhi: largesse. 








in Punjab and neighbouring Haryana. 

In New Delhi, while Gandhi was in 
Punjab, a Sikh terrorist had his legs 
blown off when a bomb which was 
meant to explode in a public place in the 
capital went off prematurely. 

Understandably, Gandhi's security 
men did not take any risks. Apart from 
the crack commando 
force which guards 
him, large contingents 
of police and paramilit- 
ary units were deployed 
for his security. Special 
watch towers were built 
to overlook public ral- 
lies he addressed from 
bullet-proof cages that 
were swept by army en- 
gineers. 

Inevitably, the visit 
was no occasion for 
grappling with the basic 
issues of the Punjab’s 
crisis: the transfer of 
the state capital of 
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Gandhi to the state, 
Punjab’s Governor S. S. Ray revealed 
more aid from New Delhi: a Rs 1.2 bil- 
lion chemical detergent plant, research 
centres for electronics, foodgrains 
technology, and flood control. For 
good measure, Ray added that other 
projects under consideration included 
two sugar mills. 

While the authorities were bestow- 
ing New Delhi’s largesse to Punjab, 
Sikh terrorists gave their own violent 
reception to the prime minister. They 
murdered a Hindu leader of the state, 
Hit Abhilashi, president of the Punjab 
unit of the Bharatiya Janata Party 
which advocates Hindu militancy. The 
murder precipitated a general strike 


A squabble on the Left 


West Bengal state’s chief coalition partner comes under attack 


By Jayanta Sarkar in Calcutta 


Fe 11-year-old ruling Left Front co- 
alition in India's West Bengal state 
has been going through one of its worst 
crises in many years. The four largest 
parties of the nine-party coalition have 
been caught up in bitter infighting that is 
likely to do permanent damage to the 
relationships among them even if it does 
not endanger the future of the leftist 
government, now in its third term. 

It all started when an inter-office 
note prepared by a minister belonging 
to the Revolutionary Socialist Party 
(RSP), Jatin Chakravarty, on the state 
governments purchasing policy for 
electrical lamps and fluorescent tubes 
was published on the front page of the 
mass-circulation Bengali daily Ananda 
Bazar Patrika on 18 September. The 
note alleged that about 10 years ago, 
West Bengals Chief Minister Jyoti 
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Basu's son had come to see him to ask 
that a large government purchase order 
be placed with a company in which the 
younger Basu was then working as an 
office assistant. He has since set up a 
small business. 

Chakravarty’s memo further noted 
that he had discussed the matter with 
the chief minister *. . . who was pleased 
to state — if my memory serves me cor- 
rectly — that to the maximum extent 
possible we should purchase our lamps 
from the company, but nothing to this 
effect should be recorded in any file." 
The sting actually came in the last part 
of the sentence which, in an oblique ref- 
erence, tended to create an impression 
that there was more to it than would 
meet the eye. 

While Basu refrained from making 
any direct statement on the issue, he did 











Chandigarh now 
shared with Haryana, the dispute over 
sharing river waters with Haryana, and 
Sikh demands for preservation of their 
religious/political identity. 

'To address these basic issues, Gan- 
dhi announced that he would soon con- 
vene an all-parties meeting. He also 
promised to hold elections for local, dis- 


' trict-level bodies in Punjab, adding that 


these would be wholly elected, without 
any nominated members and free of 
bureaucratic control. The move for 
local elections is interpreted as Gan- 
dhi's desire to test the political climate, 
and if local elections can be held suc- 
cessfully these could pave the way for an 
elected state legislature in Punjab. J 





comment through the columns of a daily 
newspaper published by his own Com- 
munist Party of India-Marxist (CPI-M) 
that he could not persuade himself to 
"stoop so low as Chakravarty in order to 
counter his charges or join issue with 
him." Left Front chairman Saroj 
Mukherjee, who is also secretary of the 
CPI-M's state unit, said if this is the way 
front partners behaved towards one 
another, what was the rationale of keep- 
ing the front alive? 

At a 25 September front meeting, 
Basu stated that a policy of patronising 
local companies — especially ailing 
ones like the lamp-manufacturing firm 
of 10 years ago — was nothing new. The 
front did not take any decision on the 
issue and deferred further discussions 
until its next sitting scheduled for end- 
October. In the normal course, such a 
long gap would have been viewed as 
expedient to provide a cooling-off 
period. But this time the matter is more 
complicated. 

For quite some time, three of the 
largest four front partners — the For- 
ward Bloc (FB), the RSP and the Com- 
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Quite often, obstacles and setbacks must be overcome 

on the way to accomplishing major high-targented ob- 
jectives. It is the same in the specialised world of asset 
management, where there are many ups and downs 
along the difficult path to top performance. Consider, 
for example, the record of PHARMAFONDS over the 
past 10 years: 




















PHARMAFONDS in figures 

Business year as Annual Business year as Annual 

at 30.9. yield at 30.9 yield 

1978 -14,1% 1984 + 5,2% 

1979 + 9,5% 1985 +17,3% 

1980 +15,1% 1986 +23,9% 

1981 + 19,8% 1987 +25,8% 

1982 + 26,3% 1988* -20,3% 

1983 +21,8% *6 months | 
Total yield 1978 to 31.3. 1988: + 250,4% 





In 1978 and during the last quarter of 1987, the 
fund suffered serious setbacks, yet they had hardly 
any adverse effect on its outstanding general perfor- 
mance over the 10-year period. During this time the 
combined yield — including re-investment of distribu- 
tion — totalled no less than 250,4%. PHARMAFONDS 
therefore represents real investment value and proof 
of our investment expertise. 


You can profit from our performance — in good times 


and in bad! 


SWISS VOLKSBANK 








.munist Party of India (CPI) — have 
< come to harbour deep apprehensions 
.about CPI-M designs. The CPI-M’s 
Cheer numerical strength, having won 
- 174 of 294 house seats in the state's 1987 
assembly elections against their com- 
:bined tally of 54, remains for them an 
uncomfortable reality. 
The CPI-M’s strategy has not been to 
eliminate these parties because that 
might not go down well with voters. In- 
Stead, it has tried to progressively 
erode their influence through prop- 
-.aganda, the administrative machinery 
and. manipulation of the state's purse- 
Strings. The other parties have come to 
; view these moves as a challenge to their 











- SOUTH PACIFIC 


By Michael Malik in Nuku'alofa, Tonga 
J ith general acceptance of the new 
MW French accord for a 10-year ap- 
proach to independence for New 
Caledonia and unanimous repudia- 
stion of any dabbling in the internal af- 
` fairs of members such as Fiji, South 
Pacific nations have turned away from 
the political preoccupations of recent 
-years towards issues of economic de- 
velopment and even physical survi- 
val. 
: The South Pacific Forum, a 13-mem- 
“ber grouping of independent island 
_ States plus Australia and New Zealand, 
held its 19th annual meeting of heads of 
government in Tonga on 20-21 Sep- 
tember, with France much less the 
“whipping boy, though criticism is still 
voiced over French nuclear testing in its 
-Polynesian colony. 
Attention from outside the gathering 
~-was focused on the semi-military regime 
in Fiji, with deposed prime minister 
< Timoci Bavadra calling on members to 
-condemn the interim government set up 
last year in Suva after two coups by 
cethnic Fijian nationalists in the military. 
Given the hesitation of several mem- 
bers, particularly Fiji's fellow Melane- 
sian nations Vanuatu and Papua New 
_ Guinea, it was decided that such discus- 
*'sions would be "inappropriate." 
^ Even Australian Prime Minister Bob 
_Hawke, whose new foreign minister, 
Gareth Evans, had just huffily cancelled 
a Fiji visit after being refused permis- 
ssion to meet Bavadra, agreed that the 
"forum had no constitutional powers or 
“attitudinal position" to intervene in the 
internal affairs of members. 
^ This was fully endorsed by Vanuatu 
-Prime Minister Walter Lini who said the 
forum had just about exhausted its role 
imn dealing with political problems and 
zshould now.turn its full attention to.eco- 
“nomic issues which were specific to the 
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very-existence, so they are fighting back. 

Their strategy has been to zero in on 
Basu, 75, who has a reputation asan as- 
tute and incorruptible politician. Al- 
though economically the state has not 
benefited much from his stewardship, 
he remains. the single biggest vote- 
catcher for the Marxists. Even a whiff of 
a scandal about him, therefore, can not 
only damage his standing but also hurt 
the CPI-M’s popular image. Two birds, 
in other words, could be killed with one 
stone. 

The nine-party coalition has gener- 
ally functioned smoothly, except for 
tussles over seat or portfolio allocations 
before or after elections. In July 1982, 


Keeping heads above water 


_ Region's leaders turn to economics and environment 















immediately after the installation of the 
front government for the second term, 
six ministers belonging to the FB and 
the RSP resigned when the CPI-M tried 
to clip their wings. But that storm soon 
blew over. The run-up to the last local 
elections in February was marked by 
bickering. 

The CPI-M can break the coalition 
because it would still retain an absolute 
majority in the present legislature. But 
such a move could hurt its future elec- 
toral prospects. In the last two elections 
for the state legislature, the CPI-M sec- 
ured about 38% of the votes pooled. If 
each front party offered up.their own 
candidates, the vote might split: ü 


regional telecommunications network. 
This promise to open up communica- 
tions in widely dispersed rural areas — 
^a payphone on every coconut palm in 
the Pacific,” as one observer put it. 

The sugar-coating for this pill —. 
which will basically be a commercial op- 
eration by Australia's Overseas Tele- 
communications. Com- 





region and not dealt 
with by larger bodies 
such as the UN. 
Perhaps, he suggested, 
the goal of the forum 
should be to work to- 
wards a genuine eco- 
nomic community, but 
this would be a long 
way off. 

To this end, the 
meeting decided to im- 
prove and rename its 
Suva-based organisa- 
tional wing, the former 
South Pacific Bureau 
for Economic Coopera- 
tion, which will now 











KY 
Lini: economic role. 


zmission, which com- 
2 petes in the region with 
= the British-based Cable 
sand Wireless is a 
£AS2.6million(US$2.03 
| million) aid. package 
which will fund the set- 
ting up of the hub sta- 
i tion. Aid funds from 
i elsewhere will be re- 
quired to establish dish 
| receivers and internal 
telephone systems. 
Enthusiasm for this 
project was divided. 
The smaller nations — 
Kiribati, Tuvalu, Niue, 
the Marshall Islands 
—— and the Federated 
















be known as the South 
Pacific Forum Secretariat, devot- 
ed to coordinating development ef- 
forts. 

Having banished politics, the forum 
held its longest discussion on a ne- 
glected but vital issue: the gradual rise of 
the level of the Pacific Ocean due to the 
so-called "greenhouse" effect — the 
heating of the earth's atmosphere be- 
cause of rising carbon dioxide levels 
from fossil fuel consumption. This 
threatens the very existence of some of 
the smaller nations on low-lying coral 
atolls, such as Kiribati, within 50 years if 
unchecked. 

This is the sort of issue which all could 
readily agree was appropriate and may 
well be a case study for future forum ac- 
tivity. Australia, which introduced the 
subject, readily agreed to finance a net- 
work of stations to monitor the effects 
of already-detectable climatic changes 
in the Pacific. 

Another major initiative by Austra- 
lia was the proposal to establish a satel- 
lite-switching station in Sydney which 
will provide the basis for a high-quality 





States of Micronesia — indicated they 
are likely to take part, but Papua New 
Guinea, Fiji and others want to consider 
alternatives. Australian sources believe 
that five acceptances will be enough to 
get the project under way. 

With the absence of France as the vil- 
lain of the piece, this role was taken this 
year by Japan. Meeting ironically 
enough in the Japanese-funded Tonga 
National Centre, delegates first politely 
took note of Japan's substantial in- 
crease in aid to the region in recent 
years and then called for a better deal 
over fishing rights. Tokyo has been 
hesitant to enter into fishing agreements 
on a mültinational basis, as the US has 
done, and the forum agreed to continue 
to seek a multilateral dialogue rather 
than the present bilateral agreements. 

Hawke let it be known that he would 
throw his weight behind such efforts, 
suggesting it was his influence which 
swung the US deal, benefits of which al- 
ready are being felt by the Pacific coun- 
tries, according to the forum's closing 
communiqué. fl] 
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HUMAN RIGHTS 


By Nayan Chanda in Washington 


Il: a rare public criticism of friendly 
countries, the US State Department 
has expressed concern over human 
rights violations in Singapore and 
Malaysia and added its voice to a move 
in congress to pass a resolution aimed at 
Singapore. Indications are, however, 
that this concern will not be allowed to 
stand in the way of larger security and 
économic issues. 

The resolution the State Department 
has endorsed is under consideration in 
both houses of congress and calls on the 
Singapore Government to release all 
persons detained without trial. In a let- 
ter to the house foreign affairs commit- 
tee, the State Department said: “We 
have urged the Government of Singa- 

.pore to either release or try fairly all 
persons detained under the Internal 
1. Security Act [ISA] and will continue to 
i1 do soin the future. Thus the Depart- 
t ment of State has no objection to the re- 
solution." 
; Singapore has detained a number of 
=people under suspicion of variously fo- 
menting a Marxist conspiracy to over- 
Up throw the government, linking with rev- 
4 olutionary liberation theologists and al- 
| lowing themselves to be used by US dip- 
lomats seeking to encourage opposition 
to the ruling People's Action Party. 
Some of the ‘detainees have claimed 
they were psychologically coerced into 
signing false confessions. 

While David Lambertson, deputy 
assistant secretary of state for Southeast 
Asia, was extremely cautious in his pre- 
sentation before a congressional hear- 
ing on human rights in both countries, 
Robert Farrand, senior deputy assistant 
secretary of state for human rights and 
humanitarian affairs, was more direct in 
‘criticising arrests under the ISA and re- 
strictions on the press in both countries, 
and curbs on the judiciary in Malaysia. 

Farrand said that the US did not ac- 
cept the use of the ISA as an “answer to 
their internal security problem” and was 
“disappointed” that Singapore and 
Malaysia had sought to restrict freedom 
of the press through legislation. He and 
Lambertson said they were investigat- 
ing accusations that detainees were mis- 
treated in Singapore. 

Farrand also criticised Singapore’s 
“selective enforcement of immigration 
laws” in expelling a reporter of The 
Asian Wall Street Journal and denying 
entry to two REVIEW reporters sent to 
cover the 3 September general election. 

He said: “It would be similar to what 
might happen were we in the US to 
expel reporters for The Economist of 
| London, or The Toronto Globe or the 











| Dollars or democracy? 


US rebukes two friends — but very carefully 


Frankfurter Allgemeine if they made re- 
marks critical of our president. To keep 
up their subscriptions and sales in the 
S, all these respected publications 
might be tempted to tuck in their horns 
a bit, to tone down their factual report- 
ing with negative results for their read- 
ers abroad and here in the States.” 
Farrand noted that recent constitu- 
tional amendments in Malaysia to di- 
minish the powers of its high courts and 
the dismissal of the head of the judiciary 
and suspension of five other Supreme 
Court judges “may have had [a] de- 
leterious effect on the historically inde- 





pendent Malaysian judiciary. We are 





not able to determine whether or not 
the Malaysian judiciary's independence 
has been compromised in any lasting 
way, but we have seen throughout the 
world that an independent judiciary can 
be a guarantor of respect for human 
rights and democracy." 





b fficials, however, noted progress in 

f human rights, citing Malaysia’s re- 
cent release of 11 people who were 
among over 100 detained late last year, | 
and seemingly fair elections in Singa- 
pore and Malaysia. The victory of a 
non-government candidate in the Johor 
Baru by-election on 25 August, Farrand 
said, was a “sign of continued vitality in 
the Malaysian democracy.” 

While Singapore and Malaysia will 
be irritated by the expressions of con- 
cern, both countries seem to be increas- 
ingly resigned about congressionally 
driven criticisms. An Asean diplomat 
described the hearing as “a circus or- 








ganised by special-interest gro 
Asia Watch and Amnesty In 
tional.” He said that the: 
ment could not but uphol 
ciples but “they. understa 
cracies in Malaysia and Singa 
more fragile and cannot li 
American standards.” 
private, Reagan administratie 
officials say that they are as concerne 
about human rights as congress b 
would like to press the issue in privat 
*Let's face it," said one official, “w 
don't have many i 
them.” The only 
and Malaysia are military training p 













olicy levers aga 
S aid to Singap 






US$900,000 respectively. 

The US had lost another lever wi 
the removal of Singapore from the dut 
free export programme under. tl 
system of preferenc 
GSP). And the administration i 
reviewing a petition by an Americ. 
bour group to withdraw GSP benef 


from Malaysia for its failure to guaran- 
tee labour rights. 

However, Washington's most im- 

ortant concern is trying to soft-pedal 

its criticism because of the economie 

and security value of both countries. | 

Not only are Malaysia and Singapore | 

rtant trade partners and recipients |. 

S investment but they are also valu- | 
able security partners. 

Lambertson reminded congress that 
both Malaysia and Singapore have pub- 
licly supported the US military basesin | 
the Philippines, and that “Singapore's | 
strategic position and well-developed | 
harbour, airfields and maintenanc 
facilities have made it a useful porta 
call for US military ships and aircraft." 
Ship-repair facilities in Singapore fea- 
ture prominently in US plans for its fu- 
ture in Asia if the Philippines refuses to' |, 
renew leases for the US bases. As al- 1 
ways, defence and dollars will take pre- . 
cedence over democracy. 
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e TOUCHING wood and crossing 
fingers as I write (a difficult feat), it 
seems fair to hope that the Marxist 
countries who reluctantly make up 
North Korea's allies have succeeded in 
dissuading its mad rulers from attempt- 
ing to sabotage the Seoul Olympic 
Games, if only because their own 
athletes — save of course the Cubans, 
Albanians, Ethiopians and Nicaraguans 
— would be at risk. It also appears that 
Pyongyang was also well advised not to 
grab the opportunity of hosting some of 
the Olympic events. Apart from the dif- 
ficulties of tearing down the barriers 
which it has erected to isolate itself from 
the rest of the world — to allow in the 
teams, never mind the spectators — 
Pyongyang would have exposed itself and 
its rulers to a galos of derisive laughter. 











What if a m: ith the great good 
humour of Britain Daley Thompson, 
seeking his third Olympic decathlon 





gold medal, got hold of a c opy of the 
Pyongyang Times published on 15 

April, the birthday of the great leader 
Kim H Sung? Among the paeans of 
praise from non-Koreans were some 
verses by a certain Isaiah Quao Morri- 
son of Ghana which contained the baffl- 
ing couplet: : 


Congratulations from all angles, 
To you, O Mangyondae lip. 















; “The dip" was once one of the 
nickname of . former world 
heavywei hampion Muhammad Ali 


ay yas meant as a tribute to 
the Great Leader's oratory. But these 
days even heavyweight champs (to say 
nothing of champion sprinters) are vul- 
nerable to allegations of being 
homosexualists, so Isaiah Quao Morri- 
son was somewhat ill-advised to begin 
his poem to Kim Il Sung with the quat- 
rain: 





Happy day, happy day! 
Happy birthday to you! 
Today falls your birthday 
And all Koreans go gay... 


@ AND vet it might make some sort of 
sense. Earlier this year North Korea at 
last announced an official population 
figure of 19.06 million for 1986 — which 
turned out to be much lower than some 
analysts had expected. Could the com- 
rades perhaps have been limiting 
procreation by adopting the slogan, 
"It's sapiens to be homo"? 

Officially, homosexuality has no 
place in Korean culture, and sexuality 
of any kind is at a low ebb in the North, 
though back in the swinging 1960s a 
youth brigade of North Korean volun- 
teer sugar-cane cutters was sent home 
from Cuba for practising the unmen- 
tionable vice, a particular béte noire of 
Fidel Castro. 

Still, they were perhaps only follow- 
ing their leaders, as all good North Ko- 
reans do. For Kim Jong ll, the Dear Son 








and appointed heir of the Great Leader, 
Mr to indulge in a peculiar taste in 

clothes. A recent hagiographical vol- 
ume on the younger Kim, entitled 
menacingly A Great Teacher of Jour- 
nalists, which recounts the younger 
Kim's various good deeds towards the 
press (no wonder, considering how it 
fawns upon him), includes a touching 
passage about how he lent his very own 
umbrella to a lady broadcaster and got 
soaked himself. Later, the story ends, 
the Dear Leaders “dripping dress" 
hung over the back of his chair. I bet it 
wasa Dior. 

€ IN the run-up to the 24th Olympiad 
various proposals were made from both 
sides of the demilitarised zone aimed at 
using the Games to improve North- 
South relations — all of which were to 
fall on story ground. Last July, for 
example, a group of 100 people 
gathered at Imjingak Park, just south of 
the DMZ and released a mass of red and 
yellow balloons carrying slogans calling 
for peace, independence and re-unifica- 
tion. Unfortunately, the wind was in the 
wrong direction, and blew them back 
into the South. 

Other proposals, charted by Geoff 
George, who keeps an eye on Korea 
from Canberra, included a plan by Yun 
I Sung, a composer now living in West 
Germany who was once jailed in South 
Korea as a North Korean spy, to hold a 
joint concert at the DMZ during the 
Games. He hoped to bring together or- 
chestras and choirs from both North and 
South and expected an audience of 
60,000. 

Nothing came of this idea. Neither 
has anything come of a suggestion by 
South Korean Prime Minister Yi Hyon 
Chae that students from both the North 
and South should take part in a cross- 
country hike. This was a brave move in 
view of student activity in the South re- 
cently, and if the hike had taken place 
one wonders how many students from 
the: South would have disappeared 
down the maze of tunnels the other side 
of the DMZ, and how many Northern- 
ers would have been attracted by the 
bright lights of Seoul. Nothing came of 
another proposal — to hold an inter- 
Korean football match. In view of the 
ill-feeling aroused by a New Zealand re- 
feree who penalised a South Korean 
boxer at the Games, it was probably just 
as well that the hooligans who go to soc- 
cer matches were not given a chance to 
exacerbate North-South rivalries. 

€ NOT all the moves came from the 
South: a North Korean student, Ko Ung 
Sam, suggested that groups from North 
and South should meet at the truce vil- 
lage of Panmunjon and hold a joint arts 
festival, to include a photography and 
film competition and an oratory con- 
test. Had tHese events taken place, Kim 
Jong Il would have been a strong con- 
tender in the first, and his father would 





















almost certainly - have won North | 
Korea's first gold medal as The Lip...) 

€ THE conciliatory mood was not re~ | 
flected in a headline run earlier this year! 
by the Korea Newsreview: Uu 


Maximum Penalties ] 
Due for Repentant 3 
Political Pr soner 


Herald caused Cindy Child: 
ble-take. The story-concern 
scandal caused by the daught: 
dent Roh Tae Woo who h 
ridden her horse in a horse 
normally reserved for. me 
the national equestrian team. 
triggered off protests by the te 
probe by the controversial police unit 

the Special Investigation Corps. into the a 
riders’ association, which in turn led to. | 
charges of SIC abuses and a plán tores. | 
form it. And the resulting headline; 

















Police plans to restruc 


Special Investigation! 
In aftermath of SIC abuse in horse ass' n probe 


Part of the enormous efforts made 
Seoul to ensure the success of the 
Games was a programme of English 
conversation lessons given to Koreans - 





sults, as reported by Marnix Wells: one 
taxi driver turned round to his passen- 
ger, an American woman tourist, and — 
asked her: I 
ing? Where in the hotel are you staying E 
at? 3? $3 
Wells also sends a cutting from the... | 
Seoul Club Tatler listing this months | 











Saturday Night Movies: 
September 10 - 
King Rear E 
1985 — British. 140 minutes. Directed by Lawrence Olivier. EF P 





e TEACHERS of English were in de- | 
mand. This help-wanted ad appeared in. | 
the pages of the Korea Times: 4 


WANTED 


Hyundal interpretation School 
would like to invite a spoken 
English instructor as follows; 
e Qualifications: 

B.A degree or higher 
€ Sex Male or Female 

(preferred) 

€ Application: 

Resume and photo. 


tici Bei Sa 


They certainly wanted thei fast: 
possibly a bisexual would fit the bill. 
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"Wanna have a good even- | 
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Scientists searching for 
space sickness cure 


By Brian Jeffries in Hongkong 


S ome time early in the 21st century a 
great adventure will occur: men will 
go to Mars. At present, Soviet cos- 
monauts are the most likely to make the 
two-year round trip to the red planet 
first, starting their journey from the 
Baikonour Cosmodrome in Soviet Cen- 
tral Asia, and possibly landing as early 
as 2005. It is possible, too, that the US 
will accept Moscow's invitation to par- 
ticipate, thus making the historic jour- 
ney international. 

Whoever makes it, the mission to 
Mars will represent a supreme test of 
the ability of human beings to survive in 
space for prolonged periods without 
harming their health. So far, the possi- 
bility of this is uncertain. 

As Afghan cosmonaut Abdul Ahad 
Mohmand discovered during his six-day 
visit to the Soviet Union's Mir space sta- 
tion in September, the space environ- 
ment is far from benign. Once removed 
from the normal gravity of the earth to 
the weightlessness of space, the human 
body begins reacting in strange ways 
that are still not fully understood. 

The most common affliction experi- 
enced by astronauts is space-motion 
sickness, which is being investigated at 
the University of Hongkong. It affects 
about 50% of all people who go into 
space, and its symptoms are similar to 
earth-bound forms of motion sickness, 
such as sea sickness. It has so far defied 
the best efforts of experts to find a cure. 
If one is found, however, it might well 
be as a result of the research being un- 
dertaken at the university by a team led 
by Prof. J. C. Hwang, head of the De- 
partment of Physiology. 

Hwang, a neurophysiologist, is one 
of the world's experts on the workings 
of the vestibular sys- 
tem of the human 
inner ear, which is crit- 
ical for the sense of 
balance on earth. 
Through links to the 
eye, neck, limb and 
spinal muscles, as well 
as the brain, it controls 
the natural posture. 
Because the vestibular 
system is a prime sus- 
pect of space sickness, 
Hwang and his col- 
leagues are undertak- 
ing research for the US 
space agency NASA to 
establish if this is the 
case. 

"The moment you 
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go into space every system is 
perturbed,” says Hwang. 
“We are used to gravity anda 
sense of up and down. But 
once you are in space, the de- 
scriptions of up and down 
have no more meaning. Your 
visual world is turned around 
and your brain is challenged 
because everything is incon- 
gruous. Our interest is in how 
the vestibular system will 
function when disturbed [in 
space].” 

Space-motion sickness 
takes hold anything from mi- 
nutes to hours after arrival in 
space. The symptoms include 
sensory confusion, nausea and vomit- 
ing, loss of appetite and a sense of 
malaise accompanied by lack of ini- 
tiative and irritability. The attacks 
last for an average of 36 hours, but it 
can be as long as 72 hours before the 
symptoms wear off and a normal sense 
of well-being is restored. Although it 
does not put astronauts completely out 
of action, space sickness can blunt their 
ability to perform assigned tasks and 
even cause their delay on tightly sche- 
duled flights. 

In their efforts to discover how the 
vestibular system operates in space, 
Hwang and his team are first working on 
establishing a series of "markers," 
which describe the system's normal per- 
formance on earth. "Once we have that 
information, we can start fooling 
around with what you will find in 
space," Hwang says. 

His group has already gathered 
much of the earth-bound information it 
requires. Now, it hopes to carry its re- 























search into space aboard a US space- 
shuttle flight, to be launched sometime 
in the future. During the mission, as- 
tronauts would be involved in tests 
designed to measure how the vestibular 
system functions in weightlessness — or 
micro gravity, as scientists have tagged 
it. By comparing the results of the tests 
on earth with those in space, Hwang and 
his NASA colleagues hope to establish 
whether the vestibular system is indeed 
causing space sickness, and, if so, how it 
can best be counteracted. 

It is possible this will happen in a lit- 
tle over a year from now, though Hwang 
will first have to gain the approval of the 
NASA Review Board, which decides 
which of the many experiments compet- 
ing for room aboard shuttle flights will 
be allowed to go into orbit. Even if this 
is not immediately possible, Hwang can 
continue his research using NASA 
facilities that simulate, though not per- 
fectly, conditions in space. These in- 
clude flight simulators, centrifuges 
and aircraft able to 
create brief interludes 
of weightlessness as 
they go into free-fall 
during high-altitude 
flights. 

Although space 
sickness is the most 
serious health prob- 
lem on short-duration 
flights, there are other 
more serious problems 
on longer missions, 
like those currently 
conducted by the 
Soviets aboard the Mir 
space station, and in 
which the US will be 
involved in the mid- 
1990s when it estab- 
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lishes its international space station. 

These problems include the slowing 
down of the heart rate, an overall loss of 
body fluids and a gradual weakening of 
muscles and bones as a result of vital 
chemicals, such as calcium and potas- 
sium, leached into the body's fluids be- 
fore being expelled as urine. 

The worst effects can be ameliorated 
by regular workouts in space, using 
exercise bicycles and treadmills. But 
even so, after prolonged stays in space, 
men and women often encounter con- 
siderable difficulty adjusting to normal 
gravity on return to earth. The Soyuz 


spacecraft that flew Mohmand to Mir, 
also carried a doctor who remained on 
board the space station. He was there to 
check on the health of two other as- 
tronauts, Vladimir Titov and Musa 
Manarov, who have been in space for 
nine months and plan to set a record of 
one year — if they are fit enough. These 
and other problems have raised ques- 
tions of whether men and women could 
withstand the rigours of a round trip to 
Mars in weightless conditions. 

Hwang, for one, believes such prob- 
lems could be overcome, though he 
doubts space travellers would be in the 








best of health on their return. It is clear 
that between now and any mission to 
Mars early next century, physicians and 
bio-medical experts involved with US 
and Soviet space programmes have a 
great deal more research to carry out to 
make sure men and women remain 
healthy in space. 

As they pursue this goal, the Univer- 
sity of Hongkong's medical faculty will 
continue to play a role. Its agreement 
with NASA is open-ended and designed 
to encourage two-way consultations on 
how to tackle the problems of surviving 
in space. oO 











SOUTH KOREA 


A venomous flap over 
film distribution rights 


By Jeffrey Sipe in Seoul 


nakes — or at least the threat of 

them — slithering under the feet of 
South Korean film-goers has proved a 
potent tactic in the current battle over 
who will control the distribution of for- 
eign films here. 

The fight began in 1987 when South 
Korea, under pressure from the US in 
particular, agreed to open the door to 
wholly owned subsidiaries of foreign 
companies, a practice which had been 
banned in favour of local businesses. 
The battle lines were soon drawn, with 

_ the South Korean-controlled distribu- 
tion system on one side and the foreign 
distribution companies on the other. 
One of the first foreign concerns to at- 
tempt to take advantage of the new 
legislation was United International 
Pictures (UIP), a London-based dis- 
tributor of many films produced by US 
majors such as Universal, Paramount 
and MGM/UA. 

Along with a list of titles including 
solid box-office hits like Fatal Attrac- 
tion, The Living Daylights and Willow, 
UIP brought to South Korea the hereto- 
fore unknown concept of “direct distri- 
bution.” But one obstacle UIP did not 
foresee was a firmly united, locally con- 

| trolled South Korean network, which, 

since the end of the Korean War, has 

- brought foreign films to local theatres 
through a multi-layered system of Los 

_ Angeles-based South Korean buyers, 

| South Korean-based importers, region- 

_al distributors and exhibitors. 

Under the new legislation, UIP 

_ would have been able to by-pass the top 

| three layers. Its films would have 
_ reached the exhibitors directly and box- 
office receipts would have been divided 
between the two. At least, that was the 
| plan. UIP has so far been unable to find 
an exhibitor who will show its films; the 

South Korean network has made cer- 
tain its bid for direct distribution has 


held little appeal to most theatre own- 
ers. 

In addition to the threat of releasing 
baskets of snakes at screening time and 
other explicit threats to theatre owners 
if they even consider accepting a UIP 
film, the network has resorted to other 
less than subtle forms of persuasion. 
This includes invoking a law which re- 
quires that for at least 146 days a year 
each theatre must screen South Korean 


Small theatre owner threatened overThe Living Daylights. 








productions. Exhibitors have been told 
that if they screen a UIP film, they 
should not expect 146 days’ worth of 
domestic titles to come their way. 

“We did not expect it to be easy,” 
said Mike Pae, UIP’s general manager 
in Seoul, and a former Hollywood- 
based broker for the South Korean mar- 
ket. “But we didn’t think it would take 
this long.” Perhaps the saddest part of 
the story is a threat also to stir up stu- 
dent unrest in the name of anti-im- 
perialism. 

The game turned dirty early this 
summer after Pae convinced the owner 
of a small chain of theatres to show the 
James Bond film The Living Daylights. 
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When word of the deal leaked out, 
threats of blackmail poured in. Accord- 
ing to Pae, the theatre owner had sec- 
ured a loan a few years back through 
connections that went right to the top of 
the military-controlled government. 
The threat to expose this, along with a 
threat to expose the owner's extra- 
marital relationship, brought about an 
understandable change of heart. 

No one, it seems, is surprised by the 
local opposition to the foreigners. For 
some 40 years, the local film industry 
has been operating without any overt 
competition, controlled by collusion 
among distributors and tacit support by 
the government. At one time, the film 
Back to the Future was refused a licence 
by the censor because, as it was stated, 
the implication of incest involving the 
character played by actor Michael J. 
Fox and his screen mother ran 
counter to contemporary mor- 
ality. 

It is common knowledge in 
South Korean film circles, 
however, that the initial ban 
was a result of pressure from 
distributors who felt that the 
importer had paid too high a 
price for the film, threatening 
to set a precedent for future 
negotiations on foreign films. 
But after a local distributor re- 
leased a South Korean picture 
in which a young girl went back 
in time to face her father's 
amorous advances, the case 
went to court, and Back to the 
Future was released. 

The reality of the industry is that 
there is relatively little money to be 
made in comparison with Hollywood. 
Faced with the highly sophisticated and 
well-organised machinations of a 
cinema superpower like UIP, the South 
Korean industry’s reaction is to fight des- 
perately for what it perceives to be its 
very existence. 

The fight, however, is incurring the 
wrath of the US studios, and at the Can- 
nes Film Festival this year , members of 
the Motion Picture Export Association 
of America agreed not to sell the South 
Korean rights to their films to any South 
Korean importer until the UIP lock-out 
was resolved. LR] 
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JERSEY-BASED INVESTMENT, 
| HIGH INTEREST, NO STRINGS ATTACH 


. The Halifax, the World's biggest building society has setup © 
a high interest, no fuss investment opportunity in the Channel 
Isle of Jersey. 
< Called HALIFAX DEPOSIT INTERNATIONAL it's a sterling 
¿based deposit account open to all those not ordinarily resident 
-inthe UK. If this includes you, then your investment can start with 
a minimum of £1,000 at the substantial rate of 10.50%. From there 
the interest rate, which is variable, rises on 
‘7 the whole investment as your balance sepe 


2 up as follows:- 


If adding or withdrawing money alters 
: ae’ your balance band, the interest rate is auto- 
: — matically adjusted. 
. Your interest is paid gross without tax deducted, and is © 
added twice yearly. So if you leave your full interest intact for the 
- whole year you will receive a higher compounded annual rate (C.A.R.*). 
cud Unlike some other accounts thereisno minimum time limit 
Eu for your deposit, and you can have instant access with no penalties. 
l . < You're even entitled to standing orders and direct debits. 
d "nn m Opening the account is just as fuss-free. Simply send usa 
PME. “cheque. We'll then send you all the relevant documentation, or if 
you would like more information: telephone Jersey (0554) 59840. - 
"They say time is money. Alittle time sending in in the e coupon E 
now will be time well pent for the future. 


Taa Halifax Building Society, ‘International InvestmentUnit, —.- : 
7 Ingouville House, Ingouville Lane, St. Helier, Jersey, ee Islands. 


: |. Ke enclose cheque dran v 
sjer o: s ‘Gainimam depositéL000 < 
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= -f the payment of gross interest. L/We would like the interest to be: 
C Added: to balance[ ] Paid half- D 


Full Name url i ue Tile ` 





Address 








| 
| 
-We are not ordinarily resident i in the U.K. Please send the declaration form for | 
| 
| 
= | 


ee 
This sum is being invested in HALIFAX DEPOSIT INTERNATIONAL by me/us as | 
~‘sole/joint beneficial owner(s). | 
Signature Date 
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THE "WORLD'S NOW . J 
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: [mar T : : Y A | Tal o = 7 
| 045/001/03 | 
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Halifax Building. Society, International Investment Unit, Ingouville House, 
; . Ingouville Lane, St- Helier, Jersey, Channel Islands. 


=. Copies of the last audited accounts are available on request. Halifax Building Society's registered office isi in 
> Halifax, UK. Rates are correct at time of going to press, 
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RELIGION 


Give Islam a chance 


Discovering Islam: Making Sense of Muslim History and Society by Akbar S. 
Ahmed. Routledge and Kegan Paul, New York and London. US$55. 


idespread images of Muslims and 

Islam in the world are of fanati- 
cism, brutality and disorder. Muslim 
leaders are ridiculed and reduced to 
Walt Disney villains such as Wacky 
Gadaffi and Yucky Arafat. Cartoons 
depict pigs disgusted by Arab Muslims. 
"Kill a Muslim for Christmas" and simi- 
lar graffitti can be found in many West- 
ern cities. 

In Discovering Islam, Akbar S. 
Ahmed, a Pakistani anthropologist, sets 
to make sense of Muslim history and so- 
ciety. He says that stereotyped images 
of Muslims stem partly from a lack of 
understanding of Islam among non- 
Muslims and partly from the failure of 
Muslims to explain themselves. 

Many Muslims who tried to tackle 
these issues were always "eager to con- 
vince . . . like someone establishing cre- 
dentials for a membership to an exclu- 
sive club," he writes. And, he rightly ex- 
plains that the problem facing such en- 


deavours is that there are “too many 
questions to answer and too many issues 
to tackle." 

Unlike many Western observers, he 
does not attribute the current revival of 
Islam to the Iranian spiritual leader 
Ayatollah Ruhollah Khomeini, the 
Palestine Liberation Organisation or 
Arab oil. He also refuses to put the 
blame entirely on the aftermath of col- 
onialism. 

For Ahmed, Islam’s revival is not 
new. “It isa phenomenon that has been 
in motion since the beginning of Islam,” 
he says, while also relating it to the con- 
stant pressure within Islam to review, 
change and reform in order to reach 
what he calls the Islamic ideal. Ahmed 
describes this ideal not as a nostalgic 
yearning for the time of the prophet but 
as the desire to attain peace and univer- 
salism. 

According to Ahmed, there are two 
traditional methods of interpreting 





Muslim history. The first is the cyclical 
theory of the renowned 14th-century 
Muslim sociologist, Ibn Khaldun, which 
states that hardy hill-tribesmen invaded 
towns in the plains, succumbed to city 
ways and lost their tribal cohesion, thus 
becoming vulnerable to attacks from 
the hills. This cycle repeated itself every 
three or four generations. 

The other interpretation of Islamic 


| society and history believes in a series of 


rapid rises and falls of Islam, with the 
first downfall dating back to the assassi- 
nation of the Prophet Muhamad’s son- 
in-law, Ali, and the subsequent birth of 
Shiism. 

Ahmed's view is that dynasties and 
rulers fade away. He says while Islam 
disintegrates in one part, it revives in 
another, and cites as an example the 
fading of Islam in Spain, and its spread- 
ing in India later. 

In a bid to explain Islam in a socio- 
historical context, he traces it back to 
the time of the prophet up to the present 
day, and explains how it was influenced 
by earlier civilisations while also in- 
fluencing others. 

The Muslim ideal does not change, 
Ahmed says, but many societies try to 
adjust it to fit their special cir- 
cumstances. However, he disagrees 








An Open Invitation 


From mid 1989 the New World Harbour 
View extends an open invitation to a 
playground of afternoon delights. 

Tennis courts and squash courts. A 
magnificient tropical pool. A jogging trail, 





Pre-opening office: Worldwide: 
22/F, Shui On Centre 

6-8 Harbour Road, Wanchai, Hong Kong 
Tel: 5-297702 Telex: 68434 GHNWH HX 


a putting course and the complete facilities 
of Hong Kong's largest fitness centre. 
It's the very unconventional back-up at 


your beck and call from our handsome 


harbour front. 


Singapore: : 
Utell International Reliance Travel Reliance Shipping & Travel Roongsarp Travel 
Tel: 5322222 

Telex: RS 20437 


Malaysia: Thailand: 


Tel: 2480055 
Telex: RSTM MA31264 


Tel: 2240039 


new 865 room hotel overlooking the NEW WORLD 
harbour atop the Hong Kong Convention quU HARBOUR VIEW 
and Exhibition Centre complex on the HONG KONG 


A New World of Hospitality 


Telex: 81001 RONGSAP TH Telex: 27205 ORIENT PH 


Some might call it an indulgence. At 
the end of a long, hard day, we think it's 
your just rewards. 






Philippines: 
Uni-Orient Travel 
Tel: 47-20-71 
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That's Forty Million U. S. Do | 


THE NEW YORK LOTTERY 
Pick Your Own Numbers Play Lotto 6/54 
Get Rich in America's Biggest Lottery - 


Millions of U.S. Dollars are won regularly playing the World Famous New York Lottery. In fact, the 
AWARDED BILLIONS OF DOLLARS to people who have won — 
all the things you could do and enjoy with $41,000, 000. Every year, people from all over the world go to 


Playing Lotto 6/54 is Easy 

Lotto is the World’s most popular form of lottery. The Official 
New York version is called Lotto 6/54 and is FULLY BACKED BY 
THE GOVERNMENT. Each week two draws are held in public — 
under strict supervision in New York. Lotto 6/54 is easy to play. You 
pick your own number by selecting any 6 of 54 possible numbers 
from 1 to 54. It's that simple. The numbers you select are entered in 
the Lotto 6/54 Computer System and if they match the same num- 
bers in the draw — YOU WIN THE JACKPOT. Even if you didn't 
Select ail six numbers, you could still be à winner! If you have only 
3; plus a supplementary number or 4, or 5 numbers correct, you win 
one of the thousands of other prizes. 


Here's How You Can Play 

All you have to do to play the World Famous New York Lottery 
is to complete the order form and send it to United States interna- 
tional Marketing's world wide processing center, along with your 
payment. You can play 2, 4 or 6 games for 15, 26, or 52 weeks. 
REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN THE JACKPOT. Once 
your completed order form and payment is received, your number 
will automatically be entered in the computer system and you will 
receive an "Official Entry Confirmation” by return mail. Your “Offi- 
cial Entry Confirmation" will indicate the numbers you selected. 








Subscribe Now! Think what a jackpot 
of $40,000,000 could mean to you — 


including it's biggest Jackpot of U.S. $4 














Your subscriptions are sent to our expre 
right in Amsterdam's World Famous Schi 
your subscriptions are immediately sent by 
to New York. THIS ENABLES US TO WORE 


SHORTEST POSSIBLE TIME. 


You Will Be Notified immediate! When a 
You Win | 


you when you win any prize of $1,000 or: ied 
receive a complete list of winning numbers afte 
so that you can carefully check how you are doing." 


MONEY WILL BE CONFIDENTIALLY PAID DIRECTLY TOYOU 


ANYWHERE IN THE WORLD. Upon expiration of your subscrip- : 
tion you wil receive a final itemized statement of your winnings. : 

United States International Marketing Direct Telex to 
P.O. Box 7525 New York, U.S.A. 


1118 ZG Schiphol Centrum ITT Telex 4976556 
The Netherlands Answerback: Jackpot 


CIRCLE YOUR NUMBERS 


CIRCLE SIX NUMBERS FROM 1-54 IN EACH GAME YOU WISH TO PLAY 


GAME 3 


You must play to win. 





PICK YOUR PLAN — Check only one box below next to - 
the option of your choice. ALL PRICES IN U.S. FUNDS 


INCLUDES INCLUDES 


FREE BONUS p> | 20RAWS | 40RAWS - 


EACH 
WEEK 15 WEEKS | 26 WEEKS 


52 WEEKS : 
(104 Draws) 
[1$ 450. : 
EI$ 900. 
[1$1350. 


(2 Draws) = Draws} | (52 Draws) 
2 Games [1$225. 
4 Games n $270. [1$450. 


6Games  [1$405. |[1$675. 





Make Cheque or Bank Draft (in U.S. Funds) payable to: 


United States International Marketing 


1234587838 
10 11 12 13 14 15 16 17 18 
18.20 21 22 23 24 25 26 27 
28 29 30 31 32 33 34 35 36 
37 38 39 40 41 42 43 44 45 
46 47 48 49 50 51 52 53 54 


GAME 4 
12345878329 
10 11 12 13 14 15 16 17 18 
19 280 21 22 23 24 25 26 27 
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37 38 39 40 41 42 43 44 45 
46 47 48 49 50 51 52 53 54 


NAME E 


12345 678 8 
18 11 12 13 14 15 16 17 18 
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28 28 30 31 32 33 34 35 36 
37 38 39 40 41 42 43 44 45 
46 47 48 49 50 51 52 53 54 


GAME 5 
123456789 
10 11 12 13 14 18 16 17 18 
18 28 21 22 23 24 25 26 27 
28 29 30 31 32 33 34 35 36 
37 38 39 40 41 42 43 44 45 
46 47 48 49 50 51 52 53 54 





123456789 
10111213 14 15 16:17 18. 
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37 38 39 40 41 42:43 44 45 | 
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GAME 6 | 
12345587881 
10 11 12 13 14 15 16 17-18. 


19 20 21 22 23 24 25 26 27 | 


28 29 30.31 32 33.34 35 36 
37 38 39 40 41 42 43 44 45 
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Telephone s 





Mail to: United States International Marketing 


P.O. Box 7525 Direct Telex to 
1118 ZG Schiphol Centrum — New York U.S.A. 


ITT Telex 4976556 
The Netherlands Answerback: Jackpot COUNTRY ss 


O cHeque C oRAFT [C SA [7] es DE D 
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Signature as pud 
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VALID ONLY WHERE LEGAL 

Not available to residents of The Netherlands and Singapore 

United States International Marketing is a private company. 

Not affiliated with any Agency or Government. 

The prices quoted herein include handling and trustee 
"Service fees. 
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Profit up 1396 
m Earnings per share up 8% 
m Dividends per share up 896 


m Portfolio 99% leased. 
^m New 500,000 sq. ft development scheduled for 1991. 


"Vacancy remains at a low level throughout the Grade A office market and, 
with the Company's own portfolio virtually full, rents have continued to 
increase in the second half of the year. | am therefore confident that barring 
unforeseen circumstances the Company's profit after taxation in 1988 will be . 
higher than that achieved in 1987, notwithstanding the inclusion in 1987 of 
some HK$400 million of profits from property trading and Mandarin Oriental." 


BRIAN M POWERS, Chairman 
Hong Kong, 23rd September 1988 


HALF-~YEAR RESULTS 


Six months ended 30th June (unaudited) 














Earnings per share 21.4¢ 19.8¢ 44.70¢ 

| NN r MÀ 
| Dividends per share — ordinary 13.0¢ 12.0¢ 34.01¢ 
— preferred ordinary _ 12.0€ 3401€ 


The share registers will be closed from 7th to 18th November 1988; both dates inclusive. Share = 
certificates must be lodged with the Company's Registrars by 4:00 p.m. on 4th November 1988.. m 


One Exchange Square, Hong Kong 
Telephone: 5-8428428 Telex: 75102 LANDS HX Facsimile: 5-297507 
















eakengtand 
Company Ltd [59] A member of the Jardine Matheson Group | 
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with the idea that there 
is only one Islam, de- 
scribing this as a colo- 
nial myth. He argues 
that there are over 
800 million Muslims, 
forming about 20% of 
the world population. 
Large Muslim com- 
munities live in the 
Soviet Union, China, 
southern Africa and 
India, while there are 
new migrant Muslim 
communities in the 
US, Canada, Austra- 
lia, Latin America and 
Western Europe. 
Islam, Ahmed says, 
is not only sultans and 
caliphs, conquests and 





Muslim women: what rights within Islam? 





RUSSELL SPURR Jr 





concubines. It is the 99 
names of Allah (God). which are held 
up as an ideal for Muslims to achieve. 
God is given the names of the Merciful, 
the Loving, the Wise and the Source of 
goodness, truth, peace and forgiveness 
in the Koran. 

In Islam, there is both decadence 
and revival. Throughout Islamic his- 
tory, revival movements like those of 
the Wahabis, the Ismailis, the Mahdis 
and the Sufis, all sought to achieve the 
Islamic ideal, Ahmed says. Some shut 
themselves entirely from the world, 


some completely opened up and West- 
ernised their societies, and, only the 
Sufis could be regarded as a long-stand- 
ing force mid-way between these two 
extremes. 

Ahmed also devotes a chapter on 
Muslim women. To him, an ideal Mus- 
lim woman should be modest, pious and 
caring for her family, which implies that 
men could have all the fun. He defends 
Islam here, saying it gave women the 
right to economic independence. Mus- 
lim women do not lose their names upon 





marriage and have the right to inheri- 
tance, to education and the right to di- 
vorce. 

The Koran accepted polygamy as a 
way to protect women from slavery and 
prostitution, but on the condition that — 
men should treat them equally. “If you 
fear not to treat them equally, and you 
shall not, marry only one," says à 
Koranic verse. Ahmed, therefore, 
questions why the role or the view of 
Muslim women has changed and de- 
cides to blame it on colonialism which 
"exaggerated already existing sexual 
role divisions, imposed foreign values 
on Muslims and eroded native ones." 

Ahmed also believes that aggressive 
Western-style feminism is not the 
answer and will only result in the break 
up of the family, and he urges women to 
argue for rights within Islam and not re- 
ject it. This is fair enough for someone 
like Ahmed, but why should not women 
decide on what actions to take them- 
selves? Perhaps, if they give their men- 
folk a shock of a lifetime, maybe only 
then will men realise that changes are 
long overdue. 

Ahmed says that the world we live in 
is "disposed to battle," but that only 
Muslims get the bad press. Islam is 
evolving and reforming itself, and is def- 
initely not going to disappear. What 
Ahmed is mainly asking his reader is to 
give Islam a chance. — Aliaa Zayed 








EL How To Employ Thirty of the World's 
Most Talented Fund Managers 
Without Having To Pay For Them 


AS AN INVESTOR, you're looking to invest your money 


with those fund managers whose record for consistently 














The portfolios spread risk and opportunity. They offer a 
cost effective and administratively simple method of 








selecting the best performing stocks and shares sets them 
apart from the rest in a given market sector. 

However, the constant changes in the world economic 
markets and in fund management groups often makes it 
difficult or impractical for most investors to identify and 
select, and then to manage a portfolio of investments. 

The International Portfolio Fund Limited was 
specifically designed to meet this challenge. IPF enables 
investors to benefit from the expertise in asset allocation of 
the Fleming Group and from the research departments of 
Matheson Investment Management Limited in London and 
Matheson PFC Limited in Hong Kong to structure and 
manage four unique ready-made portfolios which invest in 
the best and most consistently performing offshore funds 
and unit trusts. 

During the month of October, the individual portfolios 
will be offered free of the customary initial entry charges, 
enabling you as an investor to access the best and most 
talented fund managers in an individual portfolio with a 
proven track record. 





acquiring a portfolio of investments which are under expert 
supervision 

To find out more about the International Portfolio Fund 
Limited and how you can employ thirty of the world's most 
talented fund managers at no cost, simply send the coupon 


below. 
Matheson PFC / 7 ; 


wm 
A Member of the Jardine Matheson Group 


1301 World Trade Centre * Causeway Bay, Hong Kong 


6 #0 
Telephone 5-8908448 e Fax 5-8902524 
Offices in London, Singapore, Kuala Lumpur and Australia 


Please rush me details about The International Portfolio Fund so that I 
can benefit from thirty of the world's most talented managers. 


Name 





Address 











Telephone (Home/Office) 
Best time to contact 
MPFC and MIML clients please provide client = 

Mail To: Matheson PFC Limited, 1301 World Trade Centre, Hong Kong 





Please note that the price of units and the income from them can go down as well as up. 
Investors should also be aware that there may be circumstances and conditions which could restrict their right to redeem their units. 


"-"emnesenenacanosacd 
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Highly recommended by all who fly. 





C2 Lufthansa 











| FINANCE 








A doomsday scenario 


Boom and Bust, The Rise and Fall of the World's Financial Markets by Chris- 
topher Wood. Sidgwick & Jackson, London. £15 (US$25.45). 


Tx is à scary book — an odyssey of 
doom and gloom in which Chris- 


topher Wood, a former correspondent of 


the REVIEW and now New York finan- 
cial correspondent for the Economist, 
paints a depressing yet convincing pic- 
ture of the imminent collapse of finan- 
cial markets. A great deflation is in the 
making which will puncture the credit- 
financed prosperity bubble of the 1980s. 
The effects of this deflation-induced 
“grash will be felt as keenly in Tokyo as in 
New York and London, probably more 
so because of the absurd over-valuation 
of physical (property) and financial as- 
sets in Japan nowadays. 
The resilience displayed by the inter- 


national economy in the aftermath of 


last October's stockmarket collapse ap- 
pears at first sight to confound Wood's 
thesis. Financial markets have recover- 
ed much of their composure, thanks to a 
concerted reliquefying of the system. 
Output has continued to grow and 
world trade has expanded impressively. 

So whence all the gloom? It comes 
basically from the manner in which all 
this activity is being financed — on the 
basis of debt, debt and more debt. That 
much of the so-called Third World debt 





| 





will never be repaid is now axiomatic 
among bankers, but what of the debt 
mountain in the First World? 

The US is well known to be mas- 
sively in debton both external and inter- 
nal public accounts, and countries like 
Britain are moving rapidly down that 
path. Less publicised though is the mas- 
sive increase in private debt which is 
being used to finance consumption. 

Disenchanted with their developing- 
country borrowers, banks have em- 
barked on an equallv thoughtless binge 
of domestic lending to finance personal 
consumption. In terms of property 
loans, at least, Japanese banks have be- 
come as profligate as any. The mighty 
US “thrifts” are on the point of collapse. 

Wood has been thorough in cata- 
loguing the growth of all this indebt- 
edness and in supporting his argu- 
menis with appropriate ratios. The con- 
clusion it leads him to is not that banks 
or governments will call a halt to the cre- 
dit binge — neither could stomach the 
consequences — but that borrowing will 
spontaneously cease at some point, and 
so will the music. 

He is unable to say just when this will 
happen. He talks of an "arithmetical 








limit" to how long debt can. go on nace 
cumulating (based on the servicing bt 
den), but suggests that even before thi 
is reached a “deflationary mentality 
will set in. 

If the book is somewhat vague about : 
precisely what triggers such a mood: 
shift, and when it will happen, it should. 
be noted that last October's crash came 


virtually out of the blue, and the so far | 
little commented on the slowdown m: | 
US money supply growth may be ane | 
ominous portent of deflation. The au= 


thorities, Wood suggests, may already 
be pushing the Keynesian button in 
their efforts to maintain economic: 
momentum. : 

The achievement of the book is that: 


it draws attention to the dangers ofa de- | 
flation-induced depression whose link-- | 


ages to financial markets are obvious | 
but whose effects would be much wider. 
It also attempts, sometimes over-am- 
ee to provide an Anthon 
Sampson - like anatomy of the world’ 
principal capital markets, their institu- 
tions and players. 
The author displays a clear disdain. | 
for the financial spivs and yuppies | 
whose star has been rising throughout. | 


the 1980s, and which, he suggests, is | 
about to crash. Economic rationalists 
will no doubt reject his views and argue. | 


that a soft landing is still possible, | 
through steady application of credit. | 
| brakes, rather than the hard but salu- | 
tory crash landing which Wood says is 
inevitable. — Anthony Rowley 
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= to the ordinary people. - 


The author, Lu Wenfu, should know. Like most of his 

i contemporaries, he endured years of persecution by the 

party before the political atmosphere relaxed enough to 
allow him to write this book, a collection of six stories. 

: -The longest story, The Gourmet, isabout à young man's 


: Cadres know best. 


E The Gourmet and Other Stories of Modern China by Lu 
.. Wentu. Readers International. US$16.95. = 


he Gourmet and Other Stories of Modern China ikes 
adept use of understatement, i irony and humour to show 

- chow the political campaigns of the Chinese Communist 
"Party disrupted the nation's progress and brought suffering 


know." 


"could swiftly conceal whatever an | outsider 


He avoids joking with his wife "because many 
were pee for ue pons made at home. H bel 


‘bureaucratic ladder. : : 
In Tang Qiaodi, an illiterate faciety worker: 
-as the model worker, while her educated colleagues 
nounced: The Man from a Peddlers’ Family describes 
poor, hard-working street vendor brings pleasure to 
student with his daily deliveries of hot steaming dumplings. 
Yet that same student grows up into a well-meaning c 
munist zealot who is convinced that peddlers must be perse 
cuted for being capitalists. He attempts to educate 
dier, but the result is not what he expects. Uu 
When China was closed to the world, many for 
thought it an egalitarian Utopia. But Lu, like other au 
of contemporary China, are now telling the wor 


|. disgust with a wealthy man’s indulgence in expensive, lavish 
.." meals. The young man is put in charge of an exclusive res- 
/| taurant after the communist takeover in 1949, which he later 
^C turns into a government-controlled dining hall for the mass- 
es, who are disgusted with the poor quality of the food and 
surly service of China's state-run facilities. In the end, the 
politically denounced gourmet, not the young man, is the 
-one who comes up with a new way to serve the people. 

: In The Doorbell, Lu tells how a government bureaucrat 
"learns that to be a successful cadre one should make no mis- 
takes. “After 26 years his self-protective instinct became so 
fined he became a shadow,” Lu writes. In his attempt to be 
seen as the perfect cadre, the bureaucrat ties a bell to his 









courtyard: door to warn him of unexpected visitors so he 


not the case, and that the country’s political campaigns, 
tensibly staged to bring: egalitarianism, con tributed i in effec 
to a tremendous waste of human resources. 

Unlike Nien Cheng’s Life and Death in Shanghai, in 
which she describes the physical and psychologic re 
sures the communists used in their attempt to m 
Chinese people, this collection has no scenes of tortu 


brutality. 


But, in its own way. itis even more frightening. 
cials are well-meaning but narrow-minded 
people’s lives Pia euty because they trul 


: cated. » 









: ped 
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5 cision," she said. The idea is not to 


_. 24 September, to allow investors 


|. day Mid-Autumn Festival holiday. 
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Taipei hits the stockmarket with a hefty tax 


No gain without pain 


By Jonathan Moore in Taipei 
he Taiwan Government has taken a 
calculated gamble in its decision to 
reimpose a heavy tax on capital gains 


from share trading in a bid to cool | 


the overheated stockmarket. The 
market could see up to US$20 billion 
wiped off share values if investors 
rush in and sell in immediate reaction 
to the tax plan. The danger for the 
government is that no one knows the 
extent of margin lending which has sup- 

orted the market and the effect a mar- 

et collapse will have on the banking 
system. 


one government-owned finance house, 


| the lending operations by private brok- 
"ers. which have played a large role in 


financing stock 
be tracked. 
The Ministry of Finance (MoF) 
announced the tax move, which 
-will take effect on trades made 
üfter the start of next year, at the 
market's Saturday noon closing on 


purchases cannot 


to digest the news over the four- 


But stock players did not take the 
news calmly, saying they would 
take to the streets to protest the 
measure. 

Finance Minister Shirley Kuo, 
speaking at a press conference on 
27 September, sought to reassure 
investors that a crash was not 
necessarily imminent. In 1973 
when the tax was first im- 
plemented, the market went up for 
eight months before the oil price 
shock hit the market in November. 

The tax was decided upon after 
a long deliberation process and 
“was not a spur Qf the moment de- 


| cool the market so much as it is to make 





< Taiwan's tax system fairer for average 
` wage earners. 


Taiwan’s stockmarket has been a 
focal point in the country’s cash-soaked 


jJ z economy for the past two years, and a 
| severe or prolonged downturn could 
--have significant economic and social re- 


percussions. 
Market sources expect large, institu- 
tional players to sit out the slide for a 


| few days while small investors place sell 
orders. However, they point out that it 
| Will be difficult for stockholders to get 
i out of the market initially as heavy sell- 

; ing and a 3% daily limit for price move- 


ments will make the market highly il- 
liquid in the short term. 
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Investors with huge savings and few 
places to put their money have driven 
the stockmarket to heady, bullish 
heights since the beginning of this year. 
The index has climbed 276% since Janu- 
ary, to its peak on 24 September of 
8.790 points — immediately before the 
MoF pricked the psychological bubble 
with its tax announcement. 

Reports of individual investors 
routinely bringing in profits as high as 
NT$25,000 (US$1.211) a day have en- 
couraged new, unsophisticated players 


i to enter the market in droves. Trading 
As margin lending is illegal for all but 


volumes have been huge, with daily 
turnover sometimes breaking US$2 bil- 
lion. 

The typical Taiwan market player is 


TAIWAN’S TEARAWAY BOURSE 
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a housewife or army pensioner who 
sometimes buys in and out of the market 
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several times in one day, on the basis of | 


price movements, rumours and whims. 

The simplistic optimism of the mar- 
ket's small players was summed up in 
the statement by a local broker, re- 
sponding to the news of the capital gains 
tax: "Don't worry too much, the gov- 
ernment will see to it that the fall will 
not be too damaging." 

There is a real fear that the move will 
spark public protests, or even violence, 
from angry stock players. In Taiwan, 
market regulators are held to be person- 
ally accountable for their actions, and 
many investors believe it is the govern- 
ment’s responsibility to prevent market 


| 
| 
| 
| 
| 
| 
| 


downturns. When the market crashed 
last October, investors protested out- 
side the home of the then finance minis- 
ter, Robert Chien, demanding that the 
government make good their losses. In 
March, a Securities and Exchange Com- 
mission (SEC) official was attacked in 
front of his home and stabbed in the 
leg. 

The government's action may have 
been influenced in part by fears that in- 
vestors' expectations have been raised 
unrealistically by their experience with 
a market which is prone to climb 30% in 
a month. 

Under the new rules, stock transac- 
tions in excess of a cumulative NT$3 
million in turnover in a vear will be taxed 
as the investor's ordinary income. 
Taiwan's tax brackets range up to 
50% . Capital gains on stocks held 
for more than a year will be taxed 
at half the rate applied to short- 
term gains. Domestic and overseas 
investment funds managed by 
Taiwan's four local fund-manage- 
ment companies are exempt from 
the tax. 

The capital gains tax was in 
place until 1976, when it was 
waived to encourage investors to 
enter the infant market. 
MoF’s decision to re-implement it 
requires no changes to the law. 


T: hoped for long-term effect 
of the tax is to make the market 
more orderly. The tax, by helping 
to redistribute windfall stock pro- 
fits, is expected to put an end to the 
easy-money atmosphere that has 
driven investor euphoria for the 
past two years and which has also 
influenced patterns of consumer 
spending and lifestyles. 

The tax will make market manipula- 





| tion far more expensive. Taiwan stocks 


are readily manipulated by big money 
players, including the issuing companies 
themselves, because of the small per- 
centage of share floats which are actu- 
ally available to the market. 

Similarly, the widéspread practice of 
ilegal margin lending will be crimped 
because brokers who. perform this ser- 
vice normally trade in their own ac- 
counts for their clients so they can hold 
the stock às collateral against the 
loan. The tax will complicate the pro- 
cedure. 

A cooling off of the stockmarket 
should see the redirection of some of the 
idle cash that has plagued Taiwan's 
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FÉ privatise - 
_ Owned banks and some state enterprises 
- should provide a needed broadening of 











+> thing,” said one analyst. 
j-some skimming of the whipped cream 

--eff-the coffee, but the market will sur- 
“vive.” 





banking ‘system. However, the high 


| liquidity, which is the result of Taiwan's 
4 huge and continuing current-account 


surplus and which has fuelled the mar- 
ket's climb, will remain a factor in the 
economy. The government's hope is 
that the money will be channelled into 
domestic businesses, but many invest- 
ors may continue to seek speculative in- 
vestment opportunities. 

Imposition of the tax prompted ana- 
lysts to renew demands that the gov- 
ernment provide additional invest- 
ment instruments to absorb idle capi- 


intak 


. laiwan's to 


three 


plans 
large, 


eventually 
provincially 


| the market by adding new stock to 
‘the available pool. 
* broadening measure under study is to 


Another market- 


introduce depositary receipts to enable 
local investors to purchase foreign 
stocks indirectly. 

Authorities are also planning to issue 
bonds to exchange, along with cash, for 
land for public projects. This could help 
foster the growth of a bond market, 
which Taiwan lacks. 

The reimposition of a capital gains 
tax seems to contradict Taiwan's policy 
of encouraging the growth of a domestic 
brokerage industry, since a lowering of 
trading volumes will make the business 
much less attractive. Some of the 60 
firms which have lined up to take advan- 
tage of the recent liberalisation of 
brokerage licences may reconsider as a 
result. 

While investors fumed and angry 
newspaper editorials criticised the sud- 
denness of the move, economists and 
other analysts said the government 
would score points by having made a 
tough political decision. 

They pointed to the government's 
past. penchant for fickle regulatory 
policies, including its intervention 
last October which helped push the 
market down even before Black Mon- 
day. 

“It looks like the MoF is prepared to 
start dealing with the market in a deci- 
sive way, which may be a good thing," 
said one foreign analyst. 

Recent government moves which 
might have helped to slow the market's 
growth, such as the SEC's raising of 
margin lending requirements in August, 
have had little effect. 

The Taiwan Provincial Government 
announced on 5 September that it 
would sell off all but 5176 of its stock in 
the three government-owned provincial 
banks to help pay for land purchases. 
But after one week of unwinding, the 
market rebounded. 

"The market had gotten to the point 
where they obviously had to do some- 
"There will be 








INVESTMENT 


By Charles Smith in Tokyo 
J apanese industry may be on the 
verge of its biggest capital-invest- 
ment boom since 1980 and possibly 
since the eve of the first oil shock in 
1973, according to a series of recently 
released surveys of major companies’ 
spending plans. 

The recovery is of vital importance 
to the economy, since growth in other 
sectors, such as housing and public 
works spending. has begun to sag, caus- 
ing à 1% “negative growth" of GNP in 
the April-June quarter. Analysts be- 
lieve that high investment will take over 
as one of two major engines of growth 
for the economy from now on (the other 
one being continued strong consumer 
spending). 

! If they are right — and if the invest- 
ment boom can be prevented from caus- 
ing uncontrollable inflationary pres- 
| sures of its own — it looks as if Japan's 





economic expansion should be able to 
keep going until at least the middle of 
next year. 

A report covering more than 2,000 
| companies by the state-owned Japan 
| Development Bank (JDB) in mid-Sep- 
| tember says manufacturing investment 
i will jump by 25.3% in the current fiscal 
year. (ending March 1989). This is the 
highest level since 1973, though high rates 
of inflation distorted the 1973 figures. 





| Two other surveys, by the Bank of | 
Japan (BoJ, the central bank) and the | 


Long-Term Credit Bank (LTCB), pre- 
sent an almost equally sensational pic- 
ture. BoJ thinks that manufacturers will 
| 
| 





spend 23.876 more on new plant and 
equipment this year than last. LTCB 
puts the rise at 20.6% . Both banks have 
sharply upgraded their estimates since 
surveys they conducted in the spring. 
Investment by non-manufacturing 
industries, including sectors such as elec- 
tric power and gas, is not expected to 
rise nearly so fast, in part because the 
semi-public power utilities spent heavily 
in 1986 and 1987 after pressure from the 
| Ministry of International Trade and In- 
dustry. which wanted them to help 
boost the economy. Despite this, the 
JDB thinks investment will grow by 
some 15% over last year’s levels. This 
will be the highest rate of increase since 
1980, when the inflation that followed 
| the 1979 jump in oil prices tended to ar- 
| tificially boost investment values. 
| The surge in investment spending by 
manufacturing industry, following two 
years of cuts in 1986 and 1987, reflects 
fast-growing demand in Japan’s domes- 
tic economy rather than a revival of ex- 
ports, according to Toshinori Tanabe, a 
manager in the BoJ's research statistics 





Japan's big spenders 


Manufacturing industries power economic expansion 


"have been shrinking 

















divisions. Japan's external surpluses | 
1987 as result of the: 
preciation on expo! 
to continue, albeit à 
compared with the rex 
Industries which ha 
overseas markets, howewv 
aged to compensate by 
range of new products in the home 
ket. Tanabe points to large TV sets a 
new varieties of video-tape recorder 
as one of the factors behind this ye 
37.4% jump in planned invéstme 
electrical machinery makers. The | 
that a four-year boom-and-bust cy: 


JAPANESE INVESTMENT 
BOUNCES BACK 


























the notoriously competitive integ ted 
circuits sector is nearing its peak is 
another reason for hectic investment by 
electronics manufacturers. 

Outside the flagship electronics in- 
dustry, exceptionally sharp increases 
in investment spending seem to be oc- 
curring in food processing and in) 
non-ferrous metals. Tanabe attri | 
butes a 57% rise in spending by food 
manufacturers to the craze for "dry" 4 
beer which hit Japan in late 1987 - 
(REVIEW, 1 Sept.). Non-ferrous me- 
tals have boomed partly because of 
a sharp rise in the demand for alu- 
minium cans for beer, as well as for 
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''Delong tea, another consumer craze. 
In contrast to the electronics and 

| non-ferrous metals sectors, steel is the 
| only the major Japanese industry which 
"seems to be planning to cut spending 
. during 1988-89. But Tomoichirou Aoki, 
<a manager of the LTCB's economic 
group, suggests this may be misleading. 

* Steel companies are cutting conven- 
“tional production capacity, but have 
been sinking large amounts of money 

- into non-steel sectors, such as "resort" 
projects on the sites of former steel 





service-sector enterprises. 
A final point about the latest manu- 


they suggest strongly that the invest- 
. ment boom may now be feeding on it- 
self. Some of the sharpest upward revi- 
sions in spending plans since early this 





PRICES 


plants. These show up in the figures as | 


facturing investment figures is that | 





| year have been in the* "general machine: 


1 
| 
| 
| 
|! 
| 
| 
| 
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ry” sector. General machinery makers 
were forecasting a 15.5% rise in spend- 
ing during the 1988-89 fiscal year in 
March but now expect spending to jump 
by 31.5%. 


OQ manufacturing both Aoki 
and Tanabe note a very strong rise 


| in planned investment by large retail 


stores (up 25.4% over levels of a year 
ago, according to LTCB figures). Thisis 
said to reflect expectations that Japan 
will relax legislation that has made the 
expansion n large retail outlets subject 
to approval of chambers of commerce, 
traditionally dominated by small retail- 
ers. 
A more general reason for the recov- 
ery in planned investment spending is a 
surge in corporate profitabilitv. The 


| Unofficial foreign aid 


z By Ellen Salem in Hongkong 


t the municipal produce and meat 
market in Shenzhen, Hongkong 
buyers can purchase pork and vegeta- 
| bles wholesale at the going black-market 
IE exchange rate. Hongkong merchants’ 
‘z ability to buy foodstuffs at a discounted 
“rate has, most economists believe, pre- 
vented a steep rise in the territory's con- 
sumer price index (CPI) at a time when 
~ inflation in China — Hongkong's main 
food supplier — is soaring. 
But many are concerned that Hong- 
^ kong's insulation from China's inflation 

“is about to end. Nonetheless, neither 

the inflationary impact on Hongkong of 
a tightening of exchange controls in the 
. wake of a devaluation of the renminbi 

nor the effect of China’s current reap- 
T^ praisal of many of its economic policies, 

has been taken into account in govern- 

mént or private forecasts of the terri- 
| tory's inflation rate. 

Economists and bankers feel that 
= China in the near future is likely to de- 
| value the renminbi — universally per- 
|: ceived to be overvalued — to maintain 
j competitiveness as state subsidies for 
: : ;:exports are withdrawn. 





“ket value of the renminbi against the 
- Hongkong dollar in the past year has 
more than compensated fo or the official 
-rate of inflation in China and probably 
< approximates to the real rate of China's 
- price rises. At present, the official ex- 
: - ihanje rate of the Hongkong dollar to 
the renminbi is Rmb 1:HK$2.1, almost 
unchanged from a year ago. However, 
|. the openly available black-market rate 
¿in Shenzhen and Canton is Rmb 
< A:HKSI. A year ago the rate was about 
. Rmb 1:HK$1.43. In other words, the 


Ex 





As it stands now, the fall in the mar- | 





China’ s currency blackmarket dampens Hongkong inflation 


renminbi has fallen by about 30%, 
which is well above the official inflation 
rate of 19%. 

Most analysts expect China’s infla- 
tion to continue unabated for the 
foreseeable future. If this is the case, 
and if Peking decides to devalue the ren- 
minbi, Hongkong will be hit because 


HONGKONG’S 
COST CUSHION 


(import price indices, 1981 = 100) 
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"Weighted average of Japan, US, Taiwan and Britain. 
Source: Hang Seng Bank. 
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China would be unlikely to continue to 
tolerate an open currency black market, 
forcing traders to pay for foods at the of- 
ficial exchange rate. This, in turn, is un- 
likely to compensate for the true level of 
domestic inflation. 

Foodstuffs have a weight of 45.4876 
in Hongkong's CPI (A). There are three 





«| BoJ oraa average ze profits for the 

| companies covered in its quarterly 

| business survey at 5.28% of sales in the 
12 months ending March. 1989. This 
would be the highest figure since the 

| 1973-74 business year when profits 

| reached 6.27% of sales. 

The very high levels of investment in 
new capacity now being planned by 
manufacturers could spell trouble for 
the future if it leads to excess capacity in 

| industry in one or two years time, 
| Tanabe suggests. However, there are 
| two reasons why excess capacity fears 
| may prove to be unfounded. 

| One point is that research and deve- 
| lopment continues to figure promi- 
| nently in overall investment spending, 
accounting for 25.7% of the total, 
against 31.4% for investment in new 
capacity, according to the BoJ survey. 


CPIs in Hongkong. CPI(A) and CPI(B) 
are compiled by the Census and Statis- 
tics Department and the Hang Seng CPI 
is compiled by the Hang Seng Bank. 
CPI(A) measures average changes in a 
basket of commodities and services 
purchased by households with a 
monthly expenditure of HK$2,000- 
$6,499 (US$256-833). Families in this 
income bracket make up most of Hong- 
kong's population. According to the 
Hang Seng Bank, most consumer items 
— and almost all foodstuffs — pur- 
| chased by this group come from China. 

| Items which carry the highest weight- 
ing among the 26 foodstuffs in the CPI 
have been under severe inflationary 
pressure. Three of the four items which 
weigh most heavily within the foods 


bles — are imported almost exclusively 
from China, mostly from Guangdong 
province. July 1988 figures show that 
pork prices have risen 15% over the 
same month last year. Prices of fresh 
vegetables, again almost all from 
Guangdong. and particularly from 
Shenzhen, were up 28%, while the 
overall CPI for foodstuffs rose by 1196. 


hort supply and continued infla- 
tion, particularly if accompanied 
by a devaluation and exchange surveil- 
lance, will mean even higher food 
prices. Indeed, whether or not China 
devalues, all goods imported from 
China are expected to go up in price sig- 
nificantly in the next several months. 
The trend is alteady clear. Over the 
past months, büyers of non-food items 
have been complaining of accelerated 
price increases by China's foreign-trade 
corporations. In the main, this is the re- 
sult of the decentralisation and resultant 
proliferation of China's export traders 
(REVIEW, 29 Sept.). At the same time, 
they have been made responsible for 
their own profits and losses. Profit, as 
much as volume, now drives sales. 
Many traders expect prices to edge 
up further as China cuts back its money 
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category — rice, pork and fresh vegeta- ` 
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This means, say the optimists, that 
enough new products should be emerg- 
ing from Japanese research laboratories 
over the next two years to keep con- 
sumer demand growing. 

A more general point is that much of 
the investment in “new capacity" plan- 
ned for the current year in fact repre- 
sents replacement of plant and equip- 
ment which was allowed to run down 
during the recession following the 1985 
appreciation of the yen. If the optimistic 
view is right Japan may have embarked 
on a “virtuous” circle in which greater 
investment in industry spurs more de- 
mand from domestic consumers, which 
in turn feeds back into pressures for 
more manufacturing capacity. The risk 
is that the virtuous circle could even- 
tually spill over into another export 
boom. oO 


supply growth and credit while assuring 
a steady supply of consumer goods to 
China’s restive populace. Given an ap- 
parent determination to reign in deficit 
spending, this will require a cut in some 
government subsidies while increasing 
those that directly affect China’s con- 
sumers. Most observers expect that sub- 
sidies to foreign-trade organisations will 
be among the hardest hit. 

Also, operating costs, and particu- 
larly wages, are bound to go up shortly. 
Pay rises for state employees are now in 
the pipeline. Should their wages be in- 
creased to keep pace with the overall 
25.296 rise in urban wages over last year 
(REVIEW, 29 Sept.) this will increase the 
pressure — which is already present — 
on foreign-invested firms to increase the 
salaries of their workers as well. 

If this happens, coupled with a de- 
valuation, large foreign-invested firms 
will be the hardest hit. These firms must 
go through official channels to set 
salaries and pay workers. 

The result for Hongkong could be 
neutral. Prices of retained imports, such 
as clothing, will go up. On the other 
hand, Hongkong-based exporters will 
have to contend with shrinking profit 
margins for goods manufactured in 
China, easing the pressure of consumer 
spending in Hongkong. 

In addition to pressures from China, 
domestic factors in Hongkong will fuel 
inflation. The most important of these 
are wage increases and increased con- 
sumer spending, and a rapid expansion 
of the money supply. 

Most economists, however, have yet 
to quantify the impact of inflation, a 
possible devaluation and policy changes 
in China on Hongkong's CPI. The Hang 
Seng Bank's forecast for 1988 sees infla- 
tion rising to 9-10% by year end, imply- 
ing an annual average increase of 7-8%. 
But this forecast assumes that China will 
not devalue the renminbi. Likewise, the 
government’s forecast of 7.5% does not 
take into account the effect of a devalu- 
ation. 
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Clash of interests 


Indonesia acts to trim cost of credit 


By Michael Vatikiotis in Jakarta 


| econ’ banking community is im- 
patiently awaiting a new deregulation 
package. The package of reforms was 
due in April but has been delayed, some 
observers say, because of the cabinet re- 
shuffle in March. Others fear the dere- 
gulation process may have hit some po- 
litical snags. 

The appointment of former National 
Development (Bappenas) chief Johanes 
Sumarlin as finance minister in March 
brought with it sweeping personnel 
changes at the top of the state banks, 
which handle 75% of all banking in In- 
donesia. While partly routine, it is 
thought that Sumarlin wanted to inject 
more discipline into the banks following 
last year’s rash currency speculation. 

A particular focus of attention has 
been the credit sector. “The general 
policy of the central bank [Bank In- 
donesia, BI] is that bankers should be 
more efficient,” the manager of a small 
private bank in Jakarta told the 
REVIEW. Noticeable, for example, has 
been the replacement of many of the 
outgoing state bank executives with 
those who have extensive experience in 
credit operations. 

But while the government wants the 
banks to work with smaller margins in 
their credit operations, bankers are 
worried that spiralling interest rates will 
do little to help them cut lending costs. 
Since the rupiah is tied to the US dollar, 
there seems little the government can 
do. Overnight interbank call money 
rates have risen from an average 14% 
three months ago to a high of 17%. 

Neither is the reported high informal 
cost of credit conducive to efficiency. A 
BI source was recently quoted as sayin 
that interest rates accounted for just 3% 
of the cost of credit — meaning that in- 
formal costs due to bureaucratic proce- 
dures made up the rest. 

In an attempt to reduce credit costs, 
a separate regulation, over and above 
the expected deregulation package, will 
come into force on 1 October. This will 
require domestic banks to channel credit 
to indigenous Indonesian small invest- 
ors. The banks will have to put up 20% 
of any loan, with BI providing the rest. 
The interest rate will be fixed at 5.22%. 

Until now demand has been sluggish 
because of high costs and the low vol- 
ume of growth in the small-enterprise 
sector. With the new regulation, small 
investor loans will be raised from a ceil- 
ing of Rps 15 million (US$88,183) to 
Rps 30 million. 

Bankers say the long-awaited reform 
package is unlikely to tackle the interest 


aa rate issue. Many private banks are also 








anxious to be allowed to deal in foreign 
exchange. This would theoretically 
stimulate participation in investment by 
giving more banks access to the financ- 
ing of government projects. However, it 
would also increase the risks of capital 
flight. 

For the same reason, it also seems 
unlikely that the government will im- 
pose a tax on time deposits — a measure 
that some expect to give a boost to the 
ailing capital market. Although there 
was concern among depositors that such 
atax wouldinterfere with theiranonymity, 
it seems more likely that the obstacle to 
taxing deposits remains, as one banker 
put it, that the government “doesn’t 
want money to shift out of the banks." 

Other mea- 
sures which may 
be included in the 
package include 
possible changes 
to the swap mar- 
ket and the relax- 
ation of limita- 
tions on either 
the operations or 
the number of 
foreign banks in 
Indonesia. 

The main con- 
cern in business 
circles, however, 
is the delayed im- 
plementation of 
the package. The 
new coordinating 
minister for fi- 
nance and indus- 
try, Radius Pra- 
wiro, has adopted a much lower profile 
than his predecessor, Ali Wardhana, 
generating concern in some quarters 
that the reform process may be proceed- 
ing at only half the speed. Reform de- 
lays might also reflect the fact that many 
of the economic ministers concerned 
are taking longer than anticipated to 
adapt to their new positions. 

But Prawiro is considered one of the 
more political of the technocrats that 
have steered the economic develop- 
ment of the country through the past 20 
years — and upon which so much of the 
outside world's confidence in Indonesia 
is said to depend. He is frequently de- 
scribed as less of a technocrat by convic- 
tion and more of a politician in practice. 

For this reason, the next package of 
reforms is being anxiously awaited. 
"We want to know whether the techno- 
crats are still in control of this process," 
a foreign banking executive told the 
REVIEW. O 











Sumarlin. 
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Threesomes for profit 


Electronics firms use Hongkong to short-circuit China ventures 


By Carl Goldstein in Hongkong 


Hess electronics. companies 
are flourishing by shifting part of 
their manufacturing into southern 
China where wages are lower and also 
moving up-market to make higher 
value-added products. But a number of 
firms have found something new to sell 
— experience and connections in 
China. 

Especially eager to take advantage 
of these connections are Japanese and 
other foreign electronics makers. A 
string of joint ventures have been 
launched in the past year or so, with 
Hongkong firms providing crucial intro- 
ductions to local authorities in neigh- 
bouring Guangdong province and else- 
where in southern China. 

Hongkong-based manufacturers of 
all types have also benefited from the 
impact of favourable currency shifts. 
The US dollar-linked Hongkong dollar 
fell 16% against the yen and 20% 
against the Deutschemark in 1986 and 
1987, making the territory's exports 
more competitive in those markets. 

As a result of these factors, elec- 
tronics exports — Hongkong's second- 
largest export earner, after garments — 
surpassed most analysts’ expectations. 
Domestic electronics exports for the 
first half of 1988 rose to HK$24.08 bil- 
lion (US$3.09 billion), up 31% over the 
same period last year. 

Individual companies are enjoying 
banner years — for instance, Lafe Hold- 
ings, Johnson Electric and Elec & 
Eltek, recorded earnings-to-revenues 
ratios of 17-27%. 

The growing trend towards setting 
up three-way joint ventures between 
Hongkong, foreign and Chinese enter- 
prises illustrates the ability Hongkong 
firms have often displayed in the past to 
take advantage of changing external 
conditions. In this case, the change in- 
volves foreign-corporate recognition 
that the best way to approach produc- 
tion in China is to find an experienced 
guide and partner. 

Luks Industrial, a Hongkong man- 
ufacturer of low-priced TVs and compo- 
nents, has set up a joint venture with 
Akai Electric of Japan to make video 
cassette recorders (VCRs), becoming 
the first local electronics manufacturer 
of VCRs. 

Production is set to begin in Novem- 
ber at a new factory in Shenzhen, the 
special economic zone across the border 
from Hongkong. Initially the venture 
will produce for the China market — 
which adds to the attraction as far 


as Japanese companies are concerned 
— but exports to Hongkong and other 
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markets will come later, a Luks execu- 
tive said. i 

Akai, which has been badly hit by 
the appreciation of the yen in the past 
two years, had been eager to find a low- 
cost production site for its VCRs and 
audio products. The company will sup- 
ply key technology and components, 
and training of technical and assembly 
staff. 

Luks was one of the first companies 
to set up production facilities in China, 
beginning in 1979. It has now estab- 
lished a web of contacts and relation- 
ships with Chinese authorities, includ- 
ing joint ventures with the 








especially, where their investment far 
outpaces that of businessmen from any 
foreign country. Many smaller Japanese 
companies are particularly eager to use 
these connections. 

“Small and medium-sized companies 
don't have the same kind of political 
clout that has enabled some of our lead- 
ing electronics companies to get advan- 
tageous terms from the Chinese au- 
thorities," said an analyst at a Japanese 
brokerage in Hongkong. “So it's very 
helpful for them to be able to go in with 
someone who already knows how to op- 
erate there." 

The increasing numbers of joint ven- 
tures underline the role Hongkong is 
playing during the run-up to 1997, 
when Hongkong reverts to Chinese 
sovereignty. The territory is becoming 
increasingly tied to the economy of 
southern China. Already some 1.5 mil- 
lion workers in Guangdong are employ- 
ed directly or indirectly by Hongkong 








Shenzhen Electronics Group 
and Zhenhua Electronics In- 
dustrial Corp., two  state- 
owned companies in Shen- 
zhen. Luks has also entered 
into a separate venture with 
Japan's Benytone Corp. to 
make hi-fi audio products, also 
in Shenzhen. 

Gold Peak Industries, 
which makes car-stereo equip- 
ment and batteries, set up a 
joint venture earlier this year 
with a group of small Japanese 
components suppliers, led by 
Shinwa Co., to make precision 
metal and plastic parts for cas- 
sette-deck mechanisms. Under 
the agreement, three new com- 
panies have been set up with 
the local authorities of 
Huiyang county, in southern 


à j 
Hongkong electronics company: selling experience. 
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Guangdong. Typical of such 
ventures, the Japanese are supplying 
the technology, Gold Peak the manage- 
ment and quality control at the fac- 
tories, while the Chinese side provides 
some 2,200 workers. 


he attractions of electronics assem- 

bly operations in China are obvious: 
foremost, monthly industrial wages in 
southern Guangdong average about 
Rmb 200-300 (US$54-81), or about one- 
sixth the Hongkong rate of HK$3,500 
(US$449). (Shenzhen wages, though, 
are higher than in the surrounding 
townships.) However, hidden charges 
and high administrative and quality con- 
trol costs have brought many foreign 
ventures to grief in the past several 
years. 

Hongkong firms can offer foreign 
companies vital shortcuts and ways 
around the often-laborious process of 
building relationships in China. Ties of 
a common dialect (Cantonese) and 
place of origin smooth the way for 
Hongkong businessmen in Guangdong 





companies. Hongkong's entire man- 
ufacturing workforce only numbers 
about 800,000 workers. 

It is not only Japanese companies 
that are getting into the act. Lafe Hold- 
ings, one of Hongkong's few listed hi- 
tech firms — it makes magnetic heads 
for computer disk drives — has entered 
into a joint venture with Control Data 
Corp., a US computer manufacturer, to 
develop and sell composite-ferrite com- 
puter heads. Production is taking place 
at Lafe's newly opened industrial com- 
plex at Panyu, one of the new industrial 
townships in the Pearl River delta that 
have sprung up in recent years. 

The Dutch electronics giant Philips 
has also established a joint venture with 
Gold Peak in Guangdong to make car- 
audio equipment. Integrated Display 
Technology. a small Hongkong-based 
manufacturer of liquid-crystal displays 
for consumer and industrial products, is 
negotiating with a Japanese electronics 
firm to establish a joint venture facility 
in the Shenzhen area. Oo 
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THE HOTELGROUP 


* Profit up 30% 

* Earnings per share up 26% 

* HK$254 million raised by share placement 

* Mandarin Oriental, Hong Kong voted "Best Hotel" by 
Euromoney; The Oriental, Bangkok voted “Best Hotel 
of the Year” by Executive Travel 


“The outlook for the remainder of 1988 is encouraging 
with continued strong tourism and business travel forecast 
in our major markets.” 


SIMON KESWICK, Chairman 
Hong Kong, 22nd September 1988 


Mandarin Oriental International Limited 
Incorporated in Bermuda with limited liability 
281 Gloucester Road, Causeway Bay, Hong Kong 


The contents of this statement have been approved for the purposes of 
Section 57 of the Financial Services Act by Peat Marwick McLintock which is 
authorised to carry on investment business by the ICAEW. Past performance 
is not necessarily an indication of future performance. 
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[SJ A member of the Jardine Matheson Group 





| HALF YEAR RESULIS 
( HK$ million) 





(unaudited) 
Six Months Ended Full Year Ended 

















30th June 3ist December 
1988 1987 1987 

Turnover 429.8 341.0 753.3 
Operating profit 159.9 124.9 265.0 
Share of associates’ 

results 30.1 16.1 43.0 
Profit before 

taxation 190.0 141.0 308.0 
Taxation 
— Hong Kong (25.5) (21.3) (42.6) 
— Overseas (18.9) | (8.1) (20.6) 
Profit after 

taxation 145.6 111.6 244.8 
Profit after tax and 

minority interest 145.1 111.6 244.6 
Extraordinary 

items 48.2 es — 
Profit attributable 

toshareholders 193.3 111.6 244.6 n 

Earningspershare * 22.9€ 18.2¢ 39.90€ 
Dividend per share 8.0€ — 14.0€ 





"Earnings per share do not include extraordinary items and have been 
adjusted to take into account the share placement, 


MANDARIN ORIENTAL" 





THE WORLD'S FINEST HOTELS 

































| POLICIES 


| Landlocked in Manila 





|- More land removed from Philippine reform scheme 


By Jose Galang in Manila 


TE Philippine Government has de- 
cided to defer for 10 years the inclu- 
sion of commercial farmland under its 
land-reform plans. It said the move was 
designed to give investors in commer- 


cial farming time to recover their out- | 


lay. 

But observers believe the move illu- 
strates the government’s limited ability 
to cope with the immense financing and 
manpower requirements of the reform 
programme, which is expected to turn 
some 3 million tenant farmers into land- 
owners. 

The delay was first signalled in the 
Comprehensive Agrarian Reform Pro- 
gramme (Carp) legislation which was 


a signed on 10 June by President Corazon 
|> Aquino. Guidelines covering the defer- 


j ment, however, were not approved 
] until 20 September. 

The inclusion of politically sensitive 
: {= sugar cane and coconut estates has al- 
¿| ready been delayed until near the end 

= of the programme. The latest deci- 

sion to delay inclusion of commercial 
i farmland will mean that some 2 mil- 
‘| lion ha and about a quarter of the in- 
tended beneficiaries will be excluded, 
at least temporarily, from the pro- 
gramme. 

The commercial farms covered by 
the deferment include those engaged in 
livestock raising, aquaculture, fruit 
farms and orchards, vegetable and cut- 








flower farms, cacao, coffee and rubber 
plantations. To qualify for exclusion, 
the farms must be bigger than 5 ha. 

During the deferment period, how- 
ever, commercial farms with gross rev- 
enues of P5 million (US$235,000) or 
more will not be exempted from a Carp 
requirement that corporate farm ven- 
tures distribute 3% of gross sales as ad- 
ditional compensation to their workers. 
Those making money will also have to 
share 10% of their after-tax profits with 
workers. 

Landowners have voiced their oppo- 
sition to these Carp provisions. Many 
farmers now believe that the decision to 
delay inclusion of commercial farm- 
lands shows that the programme has 
taken on a "pro-landlord" bias and that 
the government reacts best to those who 
grumble loudest. 


B of the revenue- and profit- 
sharing schemes, many of the big 
corporations engaged in commercial 
farming say they are freezing expansion 
plans, despite the sustained growth in 
demand for their products. Some live- 
stock producers have threatened to halt 
marketing operations in protest at the 
schemes. 

Although covered by a separate pro- 
vision on lease-covered farms, major 
fruit-grower Del Monte Philippines 
Inc., a subsidiary of the US giant Del 


Monte Corp.. has threatened to relo- 
cate its-operations to Thailand or In- 
donesia should the land-reform pro- 
gramme lead to drastic reductions in its 
land area. Del Monte leases some 
16,000 ha, including 8,600 ha from the 
state-owned National Development 
Corp. 

Del Monte and Dole Philippines 
Inc., a subsidiary of Castle and Cooke 
of the US, are two of the biggest cor- 
porate farm operators in Minddhao. 
Both have to use leased land because 
land ownership is reserved for local citi- 
zens. Under Carp, such leasing arrange- 
ments will be allowed until 1992. After 
that companies will have to consider al- 
ternatives, such as contract-growing. 

Del Monte's predicament typifies 
the impact of Carp on corporate farm 
activities. US sources say its US parent 
is considering writing off its Philippine 
investment, 

Analysts say that the programme's 
production-sharing provision, for in- 
stance, tends to raise costs incurred by 
agribusiness ventures. During the trans- 
ition at least, farm production could 
be adversely affected by these prob- 
lems. 

` However, while pessimists predict 
disastrous results from Carp, the gov- 
ernment continues to look for external 
financing for the reform programme. A 
meeting of the countrv's traditional cre- 
dit and aid sources is being assembled in 
Manila in November. 

Latest estimates suggest the 10-vear 
scheme will cost P 332.1 billion. Of that 
some P83 billion is needed for land ac- 
quisition and redistribution and another 
P248.4 billion for support services for 
beneficiaries and displaced land 
owners. a 
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After shocks 





.| Quake damage slows Nepal's development 


¿By Kedar Man Singh in Kathmandu 


a Ts earthquake which hit central and eastern Nepal on 
d 21 August is expected by government officials to set back 
j. economic development in these areas by as much as 10 years as 
| well as slow down the pace of development in other parts of the 
country. The earthquake, measuring 6.6 on the Richter scale, 
1 was the worst to hit Nepal since 1933. 

-| < At a press conference on 23 September, Prime Minister 
-Marich Man Singh Shrestha said it was estimated that the 
| disaster caused property damage worth Rs 5 billion 
| QUS$208.3 million) and affected 460,000 people. He said 721 
|. people were killed. The earthquake made 66,000 homes unin- 
-| habitable, destroyed 14 educational institutions and severely 

| damaged public buildings, roads and bridges. 
|. To help pay for an extensive rehabilitation and reconstruc- 
-| tion programme, Shrestha said the government planned to di- 
| vert at least 3% of all funding earmarked for development 
projeets in the country, as well as seek assistance from 
international institutions. The government is asking the 


Asian Development Bank (ADB) and the World Bank for ini- 
tial long-term loan assistance of Rs 500 million, to provide 
help to earthquake victims and start the process of reconstruc- 
tion. 

The government will provide victims with soft loans worth 
Rs 5-50,000 at annual interest rates of between 1% and 15%, 
repayable over eight years. If the loans are to be used for the 
purchase of bullocks for ploughing or bullocks and cows for 
breeding, half of the interest charged will be written off. 

In addition to seeking loans from the ADB and the World 
Bank, Nepal appealed to the international community for 
emergency aid. This raised an additional Rs 7.2 million, con- 
tributed by the US, Japan, France, Canada, Britain and the 
International Red Cross. 

The British army and air force also mounted a relief opera- 
tion in the wake of the disaster to bring assistance to the vic- 
tims. The air force flew in five planeloads of emergency 
supplies, including blankets, clothing, medicines, food and 
shovels, which were used to rescue people trapped in the de- 
bris of collapsed buildings. A British Gurkha base at Dharan 
was transformed into a 200-bed emergency hospital, which | 
was staffed by medical personnel flown in from Hongkong. 

King Birendra made a week-long tour of the disaster-af- 
fected regions to assess the extent of the damage. On his re- 
turn, he ordered increased air drops of relief supplies to inac- 
cessible areas. ues 
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ECONOMIES 


Poor amid plenty 


Burma's vast economic potential held back by mismanagement 


By Bertil Lintner in Bangkok 


For centuries Burma 
was known to travel- 
lers as Shwe Pyi Daw 
— the Royal or Gold- 
en Country — and it 
has almost always 
been described in 
glowing terms. A 
fairly low population 


BURMA fairly pron 
ensi combine 
[P ROFILE with fertile agricul- 


tural land, vast hardwood forests, and a 
soil heavy with gems and minerals gave 
Burma a development potential 
superior to many other countries in the 
region. 

This image has not faded, despite 
decades of mismanagement, civil war in 
the mineral-rich frontier areas and re- 
cent unrest in central Burma. All that 
the country needs, the argument goes, 
are favourable economic and political 
conditions. 

While that may be true, Burma- 
watchers also agree that the economic 
problems are enormous. It may be 
many years before Burma regains the 
affluence it enjoyed when it was consi- 
dered the rice bowl of Asia, even if a re- 
form-oriented government takes over. 

Agriculture is the most important 
sector of the economy — it employs 9.73 
million people, or 62.75% of the active 
workforce. A large part of industry is 
also tied to agriculture and food 
processing, of which the most important 
is rice milling. 

Rice is grown on about 90% of culti- 
vated land, which accounts for 15% of 
the country's total area. Agriculture is 
centred in the basin of the Irrawaddy 
and Sittang rivers and their respective 
deltas of lower Burma. A rice surplus is 
also often produced in the plain around 
Mandalay, which has been irrigated for 
centuries, and in the fertile coastal re- 
gions of the Mon and Arakan states. 

However, the area under paddy cul- 
tivation dropped from 4.8 million ha be- 
fore World War II to 4.6 million ha in 
1987-88. The population, meanwhile, 
had increased from 15 million to 38 mil- 
lion. The decline in sowed area has been 
attributed to wartime destruction, in- 
surgency and problems immediately 
after independence from Britain in 
1948. 

But the most important reason for 
the decline was the impact of a state-run 
economy imposed after the 1962 mili- 
tary takeover. The Burma Socialist Pro- 
gramme Party (BSPP) became the 
country's sole political institution, and 
extended its stifling grip to agriculture 
too. Low government prices, unrealistic 
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This is the fifth in a series of REVIEW 
briefings on Burma designed to give 
readers the background to current de- 
velopments. 





production quotas and no incentives 
forced many farmers to switch to other 
crops or stop farming altogether. 

High-yield varieties of rice were in- 
troduced in the 1970s to make up for the 
shortfall in acreage and output. But 
these need efficient water management 
and effective use of fertilisers, and the 
attempt was only partly successful. 
Burma had been a leading rice producer 
in the late 1950s and early 1960s, export- 
ing about 2 million tonnes a 
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BSPP has not shown any interest in de- 
veloping a value-added forest-products 
industry. Burma is the only country in 
Southeast Asia, apart from Laos, that 
exports logs alone rather than finished 
or semi-finished products. 

Analysts also note that Burma's 
forests are mainly in the mountains 
which surround the central plains, the 
areas where many ethnic insurgents op- 
posed to the BSPP government are ac- 
tive. Apart from making it difficult for 
the central authorities to operate there, 
some rebel groups run their own timber 
businesses. More than 30 lumber mills 
are located in areas of Karen State and 
Tenasserim Division which are control- 
led by the Karen National Union. 

The sawn timber from these areas is 
exported to Thailand. Some Thai mer- 
chants even have their own saw mills in- 
side Burma. In the absence of replant- 
ing schemes, deforestation is severe in 
some border regions and it might be- 
come a thorn in future Thai-Burmese 
relations, adding a new political di- 
mension to the troubled forestry sector. 


PAISAL SRICHARATCHANYA 





year. Official exports thereafter 
fell steadily to a low of about 
20,000 tonnes in 1988, though an 
estimated 200,000 tonnes were 
smuggled out in 1987, mainly 
from Arakan State to 
Bangladesh. 

Last year’s reforms, which 
ended the official monopoly on 
the rice trade, was a welcome re- 
spite from the grind of the BSPP 
machinery. At first farmers hailed 
the reforms. But after the harvest, 
Burmese sources say that army 
units confiscated rice from the 
farmers. Part of the reason was 
that the army had fallen short of 
rations because farmers no longer 
sold rice to the government. 
Also, corrupt BSPP officials enriched 
themselves by plundering the crop. 


De the recent waves of unrest, 
thousands of people from the coun- 
tryside have flocked to urban centres to 
join the demonstrations, which explains 
why protesters in some provincial towns 
outnumbered the towns' total popula- 
tion. But even if a new government im- 
plemented a sound rice policy, it would 
also have to tackle other related 
shortcomings which adversely affect the 
economy: lack of equipment and spare 
parts for vehicles and machinery, a poor 
transport network and a shortage of 
skilled manpower. 

These problems are acute in forestry. 
Teak has recently become Burma's top 
foreign-exchange earner (US$138 mil- 
lion in 1986-87, compared with US$73 
million from rice exports). However, a 
recent attempt to establish cross-border 
timber trade with Thailand fell short of 
expectations because of the poor roads 
(REVIEW, 5 May). One reason timber's 
potential remains unfulfilled is that the 





Market near Rangoon: state-run economy 
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The mining industry is similarly af- 
fected. The Bawdwin silver and lead 
mine in northern Shan State is near in- 
surgent territories and a West German 
expert was kidnapped by ethnic rebels 
in 1975. A Soviet-sponsored project to 
evaluate the remaining tin and tungsten 
reserves in Mawchi, Kayah State, was 
wound up in 1977 after rebel troops 
fired rockets into the mining camp. The 
jade mines in Kachin State are outside 
government control and most of the 
jade is smuggled to China and Thailand 
(REVIEW, 24 Sept. '87). 

The only mineral-rich area which, at 
least until recently, was secure for the 
government was the legendary ruby 
mines in Mogok, Mandalay Division. 
But since the current unrest broke out 
— and the collapse of the local adminis- 
tration — fortune-seekers have been 
flocking there. Gems are clearly consi- 
dered hard currency in crisis times. 

Until the present political crisis is re- 
solved — and the civil war in frontier 
areas settled — prospects remain bleak 
for Burma's economy. o 
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Political fund-raising deals in Malaysia anger foreign investors 


By Nick Seaward in Kuala Lumpur 

decision by Sistem Televisyen 
Malaysia, the publicly listed com- 
pany that runs Malaysia's channel TV3, 
to buy a 22% stake in Cold Storage 
(Malaysia), (CSM), has been accepted 
with resignation by local investors but 


i^ has angered foreign fund managers who 


seem unaware of the subtleties of 
Malaysian political fund raising. 

Sistem Televisyen, which is control- 
led by the Fleet Group, the investment 
arm of Malaysia's dominant political 
party, the United Malays National Or- 


| ganisation (New Unmo), is to pay 
1- M$3.25 (US$1.22) cash a share for its | 
i. stake in Cold Storage, putting a total 
| value of M$55.8 million on the deal. 


Ostensibly, TV3 has nothing in com- 


4 mon with CSM. The company is a man- 
| ufacturer, distributor and retailer of 
t: food and allied products which has been 
j^ unprofitable for the past two years. 


In a terse announcement to the 


I ‘Kuala Lumpur Stock Exchange (KLSE) 
| on 6 September, TV3 said the purchase 
| will tie in with the company's “long- 


term plan to diversify and strengthen 
its. earnings base." However, it sub- 
quently admitted that the acquisition 
Will reduce its pre-tax profit by 9.9%, 
based on CSM'5 latest results. 

; One foreign broker told the REVIEW 





that until the announcement, he had 
| been recommending TV3 as one of the 
|. few pure plays in the Malaysian media 
| market: no mention of diversification 
| plans had been made in TV3's initial 
1 prospectus 
| Shortly after the news of the CSM deal 
| broke, the broker was offered and 
[turned down a line of 2 million CSM 
| Shares, representing a third of the 
i counter's free float. 


in February this year. 


The growing cynicism surrounding 


i the TV3 purchase was strengthened a 
| week later by the news that The New 
1 Straits Times Press (NST) would be 
| buying a 10% stake in CSM from Aver 
-Hitam Tin Dredging. NST, like TV3, is 
|. controlled by the Fleet Group. NST and 
. TV3 are being advised on the purchase 
f by Commerce International Merchant 
"Bankers (CIMB), a merchant bank 
| majority owned by the 59% Fleet 
| Group subsidiary, Bank of Commerce. 


Both TV3 and NST claim that none 


t of their directors or major shareholders 
| hasa direct or indirect interest in CSM. 
| However, there is circumstantial evi- 
| dence that all three companies are 
_ linked through an informal web of per- 
| sonal alliances and business interests, 
. even if it does not amount to a common- 
| ality of purpose. TV3, NST, and CIMB 
- were not available for comment. 


l 








The two vendors of the CSM shares 
— Aokam and Ayer Hitam — are at the 
heart of a growing conglomerate con- 
trolled via minority shareholdings and 
sympathetic directors. This conglomer- 
ate has already become a huge pullulat- 
ing mass of publicly listed companies, 
whose combined market capitalisation 
exceeds M$3.4 billion. 

This mass has the power and the pull 
of what some investment analysts see as 
the corporate equivalent of the as- 
tronomers’ Black Hole. Once sucked 
into it, companies, shares and cash are 
churned around among the group mem- 
bers, but never seem to re-emerge. The 
cash, some feel, finds its way into Unmo 
coffers. The only information that es- 
capes the pull of the 
Hole is the bare 
minimum extracted by 
the KLSE’s over- 
worked research de- 
partment. The fear of 
the foreign fund mana- 
gers is that NST and 
TV3 are the Black | 
Hole's newest captives. 

glimpse into the | 


A dynamics of the 
Black Hole can be | 
gained from the move- 
ment of the CSM shares | 
that NST and TV3 are |4 
buying. In 1984, the | 
32.5% CSM stake was 
first hived off by Cold | 
Storage to Pradaz — a 
company owned by 
Umno's treasurer, Malaysian Finance 
Minister Datuk Paduka Daim Zainud- 
din — as part of an exercise to comply 
with the New Economic Policy. 

(As in all such instances, it is difficult 
to ascertain whether Daim was acting 
on his own account or — as was fre- 








quently the case in share purchases by | 


other prominent Malays — on behalf of 
Umno, in the capacity of an informal 
trustee. Fleet Group, for instance, is the 
acknowledged Umno investment hold- 
ing company, but has no legally discer- 
nible links with Umno: proprietorship is 
exercised through Fleet’s directors.) 

In November 1986, this 32.5% stake 
in CSM — which gave effective con- 
trol — was bought from Pradaz by 
Aokam through the issue of 30.5 mil- 
lon new Aokam shares in a deal 
which valued CSM at M$3.80 a share 
and Aokam at M$1.90. By that stage, 
the controlling shareholder of Pradaz 
was Samsudin Abu Hassan, as Daim 
had been required by a cabinet direct- 


i, = to oe E 


ive to divest all. his. shareholdings. 

Why should a tin mining company 
buy CSM shares from Pradaz? The 
answer is that a month earlier, state- 
owned Malaysian Mining Corp. and its 
subsidiary, Tronoh Mines, had, despite 
vociferous minority shareholder oppo- 
sition, sold control of Aokam at half the 
market value to a hitherto unknown 
company called Halimtan. Halimtan 
was founded by Halim Saad and Daniel 
Tan See San. Halim is a Daim protégé 
— he is an accountant who was Brought 
into property group Peremba when it 
was controlled by Daim (REVIEW, 7 
Sept. '87) — and an Umno trustee 
executive director of United Engineers 
(Malaysia), (UEM). Inother words, the 
CSM shares were being transferred 
from one safe haven to another. 

Halim is now a director of CSM, with 
Daniel Tan as his alternate. This is nor- 
mal practice, given Halimtan/Aokam's 
shareholding in CSM. But despite Pradaz’ 
disposal of its CSM shares in 1986, Sam- 
sudin Abu Hassan was appointed chief 
executive officer of CSM on 1 January 
this year. This suggests 
Pradaz and Aokam are 
controlled by the same 





people. 
.. Other appointments 
-inthe Aokam group are 
equally interesting. Im- 
mediately — Halimtan 
gained control of 
Aokam, three new di- 
rectors were appointed 
to the Aokam board: 
Datuk Mohamed bin 
Rahmat — now secret- 
ary-general of Umno; 
Tunku Abdullah — a 
prince of the Negri 
j| Sembilan and control- 
wae ling shareholder of 
Malaysian Assurance 
Alliance (MAA); and 
Tunku Iskandar, Tunku 
Abdullah's son. Aokam subsequently 
bought 22% of MAA. 

Aokam also bought 15% of Roxy 
Electric Industries (Malaysia). Samsu- 
din was made a a director of Roxy, 
along with Halim. Daniel Tan’s 
brother, Vincent Tan See Yin — who, 
for many years, was the leading figure at 
MAA and is still the close associate of 
Tunku Abdullah’s Melewar group — is 
operating out of Roxy’s offices, though 
he holds no formal position. 

Ayer Hitam’s membership of the 
Black Hole bears remarkable similarity 





to Aokam's. A few months after MMC/- 


Tronoh disposed of Aokam, they sold a 
controlling 32% stake in Ayer Hitam to 
an obscure private company called Sen- 
darta, the main director of which — 
until his appointment as information 
minister a few months later disqualified 
him from holding shares — was Datuk 
Mohamed Rahmat: His partner in Sen- 
darta was Datuk Ismail Mohamed Tom. 

Not only are Halimtan and Sendarta 

























linked through the common appearance 
of Rahmat, but Aokam and Ayer Hitam 
are formally linked through cross-hold- 
ings of around 20%. The links go 
further down the chain, too. Aokam has 
an indirect stake in Ayer Hitam through 
Kampong Lanjut Tin Dredging, which 
acquired 24% of Ayer Hitam from 
Datuk Ahmad Sebi, the managing di- 
rector of TV3. Ismail, meanwhile, is still 
an adviser to Ayer Hitam but his main 
job these days is chief executive officer 
of Roxy. 

Both companies' business strategies 
bear startling similarities. Like Aokam, 
Ayer Hitam immediately announced 
bonus and rights issues after its disposal 
by MMC. It then embarked on a 
number of acquisitions, including 40% 
of a finance company and — more im- 
portantly — the cash purchase of 4.7 
million of Aokam's CSM shares and 14 
million shares in Aokam itself. The 
price it paid for the CSM stake was 88% 
above market value. 


n addition to their joint control of 

CSM, Aokam and Ayer Hitam also 
came together as minority shareholders 
in Berjaya Corp. TV3's Ahmad Sebi 
crops up again as having sold to Ayer 
Hitam a 8% stake in Berjaya Corp.. 
which is also 10.5% owned by Kampong 
Lanjut and so partially by Aokam. 

Berjaya is now being acquired by 
Raleigh — once Daim’s flagship. 
Raleigh. will also soon become the 
majority owner of Sports Toto 
Malaysia, which Tunku Abdullah’s 
Melewar Group privatised in partner- 
ship with Vincent Tan Chee Yioun. 

The decision by TV3 and NST to buy 
the CSM shares off Aokam and Aver 
Hitam is not the first time that 
mainstream Ummno-controlled com- 
panies have been placed on a collision 
course with the Black Hole. Less thana 
month after Ayer Hitam bought the 
Aokam and CSM shares, UEM — an 
Umno company which was about to be 
relisted, following the government's 
award to it of the M$3.4 billion north- 
south highway contract — announced a 
plan to acquire 30.55% of Aokam. 

Surprisingly, the deal was aborted 
soon after, supposedly because one of 
its key provisions — the simultaneous 
acquisition of a private company called 
Istidaya which owned 15% of Roxy — 
fell through. 

Since then, the Black Hole's over- 
seers have decided to let Singapore's 
United Industrial Corp. take control of 
Roxy by underwriting a M$130 million 
rights issue. However, the main pur- 
pose of the UEM deal — to raise money 
— is still being pursued through NST 
and TV3. Both companies are paying a 
total of M$85.5 million in cash — at a 
premium of 8% above market value — 
for the same CSM shares that Aokam 
bought in 1986 for scrip valued 45% 
below the price that Ayer Hitam was to 


pay incash a year later. 
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COMPANIES 


PLDT's numbers change 


Philippine telephone group embarks on an expansion programme 


By Jonathan Friedland in Manila 


I there is one thing Filipinos can 
readily agree on it is that their tele- 
phone service is rotten. Barely audible 
connections and frequent busy signals 
are the norm. An estimated 400,000 ap- 
plicants are currently waiting on aver- 
age for three years to get a connection. 
And that is just in Manila. In the rest of 
the country getting a telephone is near 
impossible. 

To blame is the Philippines Long 
Distance Telephone Co. (PLDT), a 60- 
year-old, highly profitable private com- 
pany that controls 94% of the country's 
phone lines. Protected from competi- 
tion during the Marcos era through 
close ties to the former dictator and 
used to cashing in on its lucrative long- 
distance franchise, PLDT is now being 
shaken out of its complacency by gov- 
ernment attempts to reduce its near 
monopoly. 

While Goliath is not exactly under 
siege, the spectre of tougher times 
ahead is being reinforced by harsh pub- 
lic questioning of its dismal service rec- 
ord, its ownership and the ability of its 
current management to end abuses that 
gave the 13,500-employee company a 
reputation during the Marcos years as 
being among the most corrupt in the 
Philippines. 

To counter its critics and to ensure 
continued dominance, PLDT’s 37-year- 
old president Antonio ‘Tonyboy’ 
Cojuangco, a cousin of president Cora- 
zon Aquino, has initiated a hugely am- 
bitious P40 billion (US$1.88 billion) ex- 
pansion programme that seeks to mod- 
ernise service and to increase the 
number of lines from the current 
866,000 to 2 million. 

Over the next 20 years, PLDT hopes 
to expand domestic telephone services 
from 18% to 38% of all Philippine 











year. PLDT’s net profit increase for 
1988 is expected to be four times that 
because of a windfall attribution of past 
foreign-exchange losses that will offset 
this year’s tax bill. 

This long-standing upward trend in 
profits is soon to suffer a hiccup. With- 
out a similar foreign-exchange juggle or 

a change in tax treat- 





municipalities. The 
"Meet Demand” pro- 
gramme aims, in effect, 
to redress PLDT's long- 
standing indifference to 
domestic phone users. 

In funding “Meet De- 
mand" the P9.52 billion 
capitalised PLDT will 
have to incur a costly for- 
eign debt load running 
into the hundreds of mil- 
lions of dollars. It will 
also eventually have to 
sup at the shareholders’ 
trough through a sub- 
stantial rights issue. 

The financing bur- 
den, made all the more 








Cojuangco: ambitious. 


ment, PLDT’s 1989 
earnings are likely to 
slump under the weight 
of initial “Meet De- 
mand" outlays. 

Start-up costs on the 

first phase, dubbed X-5, 
are made all the more ex- 
pensive because of a 
four-year delay in com- 
pletion of the 1979-84 
 X-4 programme. It fell 
behind because of politi- 
cal turmoil and PLDT’s 
inability since 1983 to 
borrow abroad because 
of the Manila’s morato- 
rium on debt repay- 
ments. 

The moratorium has 





difficult by Aquino gov- 
ernment decisions to reduce long-dis- 
tance rates and to increase utilities taxa- 
tion, is likely to depress the value of 
PLDT common stock, 51.69% of which 
is held outside the: Philippines, mainly 
by US institutional investors. In a Feb- 
ruary report, the Asian Development 
Bank (ADB) warned that because of 
the expansion programme, PLDT will 
face * ‘a tight liquidity situation through 
1992.” 

Raising money is not easy for PLDT 
despite its reputation among foreign 
shareholders as the Philippines’ blue- 
chip stock. PLDT has achieved this dis- 
tinction largely because its listing in 
both Manila and New York gives it 
reasonable liquidity and because its 


earnings performance — by virtue of its | 
monopoly status — has been consis- | 


tently good. 

First-half results for 1988 showed net 
operating income climbing by a more- 
or-less historic 12%, a performance 
likely to be repeated for the rest of the 


PLDT IN FIGURES 
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had a substantial impact on PLDT. Its 
access to long-term commercial loan 
financing, for long almost automatic, 
has been hobbled by the Philippines’ 
poor sovereign risk reputation. Further, 
the privately owned PLDT has no ac- 
cess to the kind of soft-loan financing 
eagerly supplied by industrial countries 
to government-owned telephone com- 
panies in other Asian countries. 


he National Economic Develop- 

ment Authority recently refused 
PLDT access to a concessional loan of- 
fered by West Germany’s export credit 
agency on the grounds that a firm about 
to report P 1.9 billion in profit this year 
should not have access to scarce deve- 
lopment funds. 

Recourse to equity financing is limit- 
ed by both practical considerations and 
a desire by the Cojuangco family to 
maintain control of the company. PLDT's 
P221.3 million of issued common 
shares have, like the stock of most other 
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2,197.20 2,330.70 3,034.70 2,760.40 2,979.70 
1,627.80 1,551.70 1,138.30 1,075.10 1,114.50 
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Odest premium to-net asset value, 
* making it likely that a big rights issue in 
a bearish market would result in consi- 
- derable dilution of shareholder value. 
¿< More to the point, a rights issue 
- might also break the tenuous. grip on 
| management held by the Cojuangco 
| family and its close associates on the 
PLDT board. While controlling only 
1.87% of total shares, they have man- 
-aged to keep nine of the 11 director- 
"ships. Antonio Cojuangco and PLDT 
¿board chairman Alfonso Yuchengco, 
_ who wasanearly Aquino supporter and | 
- her administration's first ambassador to 
"Peking, have over the past two years oc- 
* easionally relied on their connections to 
he Malacanang Palace to maintain this 
| Status quo. 
coc With- conventional financing av- 
enues closed, PLDT is racing to get its 
cexpansion effort under way by utilising 
*an uncertain hodge-padge of resources. 
In March, PLDT bought its way out of 
an onerous debt-hump, made worse by 
“the government moratorium, -and 
gained three years of breathing space 
with a US$235 million syndicated re- 
financing of some existing debt ob- 
. tained from 23 international banks. 
5o That month the firm also secured 
; US$48 million in loans from the ADB's 
< private-sector lending unit and from the 



























International Finance Corp. so it could 
begin work on a US$100.5 million digi- 
tal exchange in the Ortigas district of 
Manila. essential if the ADB’s new 
headquarters is to open. 

The bulk of the US$173.3 million in 
foreign exchange financing for X-5 will 
come. from whichever foreign supplier 
wins the contract for the three-year 
7.4 billion effort. The five bidders that 
have been short-listed, AT&T, North- 
ern Telecom, Siemens, Alcatel and 
NEC, have all offered financing pack- 
ages with a minimum 10-vear repay- 
ment period, according to PLDT chief 
financial officer Ricardo Zarate. None 
require Manila to guarantee the loans. 

The local financing part of X-5 might, 
ironicallv, will be more difficult. for 
PLDT to obtain. According to Zarate, 
most Filipino banks have reached their 
credit limits with PLDT and while a few 
outstanding lines are available, the com- 
pany will have to go to market to raise 
P500 million. In the past, PLDT has fi- 
nanced the local currency costs of expan- 
sion and maintenance through plough- 
ing back its earnings (shareholder di- 
vidends have been modest) and by forc- 

| ing subscribers to buy preferred shares 
_ when their phones were installed. This 
“programme, known as the Subscriber 
“Investment Plan (SIP), is now threaten- 
ed with abolition by congress. 

< Even if PLDT could, as in the past, 
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tap into SIP funds, the resources would 
still be insufficient for a programme the 
size of X-5, according to company offi- 
cials. Last year, they point out, P1 bil- 
lion out of P1.3 billion in earnings were 
ploughed directly into operations. 

- PLDT is still hoping to raise addi- 
tional money through a debenture issue 
carrying an interest rate of 17%. Com- 
pany officials admit, though, that they 
may have missed their opportunity as 
rates are heading higher. 

While most expect the company to 
get through its immediate financing di- 
lemmas — even eventually relying on 
some cleverly formated common stock 
rights issue if need be — other bottom- 
line pressures are building. A collective 
bargaining agreement now being ham- 
mered out among management and the 
Free Telephone Workers Union will 
likely result in a wage bill increase as 
stiff as the 30% rise agreed in 1986. 
Further, maintenance costs are rising 
substantially as much of PLDT's mixed 
bag of international plant and equip- 
ment reaches middle age. 


he most immediate threat to profita- 

bility, though, has been posed by gov- 
ernment. The opening shot was the 
November 1986 executive order which 
for the first time subjected the company 
to corporate income tax on gross pro- 
fits. The order also raised the franchise 
tax that PLDT has to pay from 2% to 
3% of gross revenue. While the tax is 
likely to be repealed by Congress on the 
grounds that it amounts to double taxa- 
tion on earnings, the timing of the re- 
peal is uncertain. In any case, the 3596 
income tax now in effect is likely to be 
replaced by a tougher franchise tax. 

Even more critical to the future 
health of PLDT is the government's at- 
titude to its strangehold over the long- 
distance business. Currently, PLDT de- 
rives 70% of its P6.5 billion in revenues 
from toll calls, most of which are over- 
seas. Last year, National Telecommuni- 
cations (NTC) Commissioner Jose Luis 
Alcuaz approved a reduction in the 
rates charged by the Philippines Com- 
munications Satellite Corp. (Philcom- 
sat) to increase the motivation for 
PLDT to provide better domestic ser- 
vice. By manipulating rate structures, 
he told the REVIEW, the Aquino gov- 
ernment hopes to reduce the availability 
of easy long-distance fees to PLDT, 
thus shaking the company out of its lax 
attitude towards local phone users. 

Alcuaz’ has another weapon in his 
regulatory arsenal besides rate setting 
— the power to award additional 
franchises for long-distance service. A 
potential second international “gate- 
way" is being used by the NTC and its 
parent, the Department of Transport 
and Communications (DoTC), as a lure 
to investors. 

One serious contender has emerged 
— the 4076 Cable & Wireless-owned 
Eastern Telecommunications Philip- 











pines Inc. (ETPI). ETPI 
has formally filed an 
application. But its 
domestic operations 
counterpart, Digitel, will 
have to negotiate with the 
NTC over how much local 
service it will provide 
— and at what cost — be- 
fore it secures a piece of 
the long-distance busi- 
ness. 

The government's Na- 
tional Telephone Pro- 
gramme (NTP) also rep- 
resents a threat of sorts 
to PLDT. While an in- 
crease in the  archi- 













Reyes: hostility. 


staffer Luis Sison, found 
that Prime Holdings, 
Inc., a Marcos dummy 
corporation, held 46% ot 
Philippine Telecommuni- 
cations Investment Corp. 
(PTIC), which in turn 
holds 26.9% of PLDT. 
While only the Marcos 
stake was sequestered, 
Sison vigorously ques- 
tioned the role of the 
other three PTIC 
shareholders — then 
PLDT president Ramon 
‘Monching’ Cojuangco, 
Yuchengeo and PLDT 
general counsel Antonio 








pelago's telephone net- 
work can only help PLDT (it may 
even pick up some ready-to-use infra- 
structure if DoTC cannot find other 


takers), the fact that the government | 


is spending what could amount to 
hundreds of millions of dollars, in 
part, to encourage de-monopolisation 
cannot be comforting. Nor can the 
frequent anti-PLDT jibes that eman- 
ate from the DoTC and the NTC. 
“PLDT were ok with the Marcos Ad- 
ministration,” says DoTC secretary 
Rainerio Reyes. “Things are different 
now.” 

Government hostility towards 
PLDT has not just been limited to those 
agencies with direct responsibility for 
the telephone system. The now-embat- 
tled Presidential Commission on Good 
Government (PCGG) has also fired its 
shots. A 1986 report prepared by PCGG 





Keeping it in the family 


Meer — and argued that 
their shares ought to be seized as well. 

The Sison report also found evidence 
that PLDT monies were being 
systematically siphoned off by manage- 
ment and that kickbacks on procure- 
ment decisions were legion. Its most 
controversial claim was that West Ger- 
man telecommunications giant Siemens 
had won a US$412.3 million X-4 con- 
tract in 1978, in part, by entering into ar- 
rangements profitable to Marcos. Ac- 
cording to the Sison report, one channel 
for largesse was Electronic Telephone 
Systems Industries Inc. (ETSI), a joint 
venture Siemens entered into with Mar- 
cos. ETSI was sequestered for a while 
by the PCGG. Siemens was also ac- 
cused of overpricing already substan- 
dard equipment. 

Siemens vigorously denies the 
charges in the Sison report, a position 


Dispersal of stock allows Cojuangcos to maintain control 


hen Ramon “Monching” Coju- 
angco engineered the purchase of 

a majority stake in PLDT from the US 
telecommunications giant GTE Corp. 
in 1967, it was seen as a triumph of 
Filipino nationalism. By bringing con- 
trol of this utility into the hands of local 
investors, PLDT would no longer be at 
the mercy of profit hungry foreigners. 
Filipinos, not a US corporation, would 
then reap most of the benefits of 
PLDT's near monopoly 

Two decades later, Filipinos from 
housewives to executives of big local 
firms are theoretically benefiting from 
Cojuangco's play for PLDT. As a result 
of authority granted by former presi- 
dent Ferdinand Marcos in 1973 that al- 
lows PLDT to require new telephone 
subscribers to acquire preferred shares, 
it has one of the broadest public-owner- 
ship bases of any Philippine company. 

Of the 105 million PLDT shares — 
valued at roughly P1.49 billion — 
Filipinos control 91.37%. This keeps 
the company well inside the 60-40 for- 
eign-ownership rules stipulated under 





70 





the Philippine Constitution. It also, 
technically, allows Filipinos to profit 
greatly from the company’s strong earn- 
ings growth. 

What Filipinos do not control, how- 
ever, is a voting majority in PLDT. 
Ironically, that remains in the hands of 
US institutional investors. Only 14.79% 
of issued PLDT stock carries voting 
rights. Ofthat common stock, 51.6996 is 
in the hands of a changing cast of US in- 
vestment banks and portfolio mana- 
gers. According to Manila brokers, two- 
thirds of the PLDT common stock trad- 
ing daily changes hands in New York, 
not in Manila. 

The US shareholders, who appear to 
be mainly interested in PLDT as a token 
Philippines portfolio holding, are inef- 
fective at pressing whatever advantage 
they have over the company. Only the 
blue-chip Boston investment house 
Brown Brothers Harriman and Co. con- 
trolled more than 5% of PLDT common 
stock, as of February 1988, while five 
smaller US firms — Sigler & Co., Kray 
& Co., Grace Church Co., J. C. Orr 
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| backed by a subsequent PCGG study 
| undertaken by Mario Locsin and Benja- 
_ min Guingona. The Locsin-Guingona 
< report only supported Sison in his find- 


| to remit foreign-exchange earnings in 
|. 1985, a common practice among Philip- 
pine companies at that time. "Sison's 
people extrapolated evidence," claims 
one source close to the Locsin-Guin- 
gona investigation. *They didn't bother 
to check their facts." 


O ne senior Aquino government offi- 


| extreme differences in findings. He told 
| the REVIEW that the Locsin-Guingona 
^ report was orchestrated by Antonio 
4; Cojuangco as part of an effort to main- 
<- tain control of PLDT. Another well- 
|) placed official close to the presidential 
palace said that when all of PLDT was 
briefly sequestered in 1986, Cojuancgo 
"pulled out the stops" to use family con- 
nections to convince Aquino that de- 
spite questions over his father's re- 
lationship with Marcos, current man- 
agement was the only one capable of 
running. PLDT. Despite numerous re- 
quests, Cojuangco refused to be inter- 
viewed for this article. 
While its pedigree is probably 
have problems with any post-Marcos re- 
gime, Aquino government officials 
argue that a number of abuses related to 
procurement and customer service con- 


evolved during the Marcos era is going 
on more or less unabated, they say: 


& Co. and Hare & Co. — held 2-596; 

The largest block of issued voting 
shares held by other than Filipino and 
US stockholders was in the hands of 
Hongkong & Shanghai Banking Corp. 
nominees — just 2.75%. This overseas 
diffusion of common stock has allowed 
the Cojuangco family and associates to 
maintain their grip over PLDT through 
the Philippine Telecommunications In- 
vestment Corp. (PTIC). The PTIC 
owns 24.95% of PLDT common stock 
— a mere 3,69% of the total shares out- 
standing — but controls all 11 board 
seats. 





ddly enough, only two of the 11 di- 
rectors are appointed by the Presi- 
dential Commission on Good Govern- 
ment (PCGG), despite the government 
watchdog body having control of the 
largest single stake in PTIC. The PCGG 
seized control of Prime Holdings Inc., 
the registered owner of 46% of PTIC 
shares, after Marcos associate Jose Y. 
Campos admitted in 1986 that the firm 
was a Marcos front company. 
z=. The other nine board members re- 
main appointed by the three sharehold- 
ers who together have majority control 


of PTIC: the Cojuangco family (44%), | 


| PLDT board chairman ` Alfonso 





_ ings that PLDT had deliberately failed | 


cial has another explanation for the | 


| enough to ensure that PLDT would | 


tinue. The culture of privilege that 


A number of companies related to 
major PLDT shareholders, such as the 
Yuchengco family-controlled Malayan 
Insurance Co., still benefit from con- 
tracts granted under Monching 
Cojuangco. So do sequestered firms | 
that supply equipment to PLDT, 
such as Southeast Asia Corp. PLDT of- 
ficials insist that these are arms-length 
deals. 

Suspect business practices flourish at 
the lower echelons. If anything, the cost 
of obtaining a phone without standing in 
line is going up. Immediate service re- 
quires a bribe of P15,000 on top of the 
regular charges. With demand outstrip- 
ping supply, says one senior govern- 
ment official, “the potential for graft re- 
mains practically unlimited.” 

Despite the catalogue of complaints 
about it, PLDT’s future dominance 
over the telecommunications sector is 
not really threatened. Post-Marcos ef- | 
| forts to directly eviscerate the firm 
have failed, apparently because of 
Cojuangco and Yuchengco's skill in di- 
minishing the bureaucratic threat by ap- 
pealing to the president herself. | 
| Further, with the bridgeheads it 

holds in Manila — where 85% of all the 
phones are currently located — and 
other important regional centres like 
Cebu City and Davao, PLDT remains 
i able to fend off — or at least make life 
very expensive for — NTP interlopers. 
The lack of trained manpower also 
works to PLDT’s advantage. It com- 

mands virtually all the skilled telecom- 
| munications workers who have not mi- 
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grated in search of higher pay. 


Yuchengco (7% ) and PLDT chief coun- | 
sel Antonio Meer (3% ). The PCGG has 
also failed to ps for a role in manage- 
ment — all of PLDT's top officials were 
appointed before the transfer of the | 
Prime Holdings stake to government 
hands. 

While some Filipinos besides the 
| Cojuangcos and their associates are be- | 
nefiting from the current share structure | 
— those who hold the remaining | 
16.15% of the common stock — the vast | 
| majority are receiving little from their | 
| required preferred PLDT shares. i 
| Holders of preferred shares have no 
| representative in management or say in 
| company affairs. While they do receive 

a 10% semi-annual dividend on their | 
Subscriber Investment Plan (SIP) re- | 
| quired holding, the value of these shares 
| has not appreciated. PLDT common | 
stock with a par value of P5 is selling at | 
around P208, yet the preferred shares 
remain valued by the market at their par 
value of P10. 

Three members of the Philippines’ 
House of Representatives have intro- 
duced a bill to abolish the SIP, arguing 
that it has allowed PLDT forcibly to 
| raise cheap money from its subscribers 
while providing an insufficient return on 
investment. — Jonathan Friedland 
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Dialling up rivals 


Government encourages competition to spread network 


By Margot Cohen in Manila 


mong officials of the slow-moving 

Philippine bureaucracy, those of 
the DoTC exude an uncommon sense of 
urgency. They seem determined to 
meet the pressing demands for tele- 
phone services from foreign investors 
and phone-starved Filipino residents in 
the provinces. 

he Philippines has one ofthe lowest 
telephone densities among Asian coun- 
tries — less than one telephone for 
evéry 100 people — of which most are 
concentrated in and around the profita- 
ble Manila urban area. 

“We have to move,” said DoTC un- 
dersecretary Josefina Lichauco. “We 
are not going to sit around and scratch 
our tummies and wait for the private 
sector to develop the countryside.” 

While Lichauco and other 
Aquino administration fig- 
ures seem sincere in their 
quest to improve the average 
citizen's access to telephones, 
they also relish the prospect 
of manhandling a monopo- 
ly long shielded by Mar- 


cos. 

“They had a head start of 20 
years and they haven’t done 
anything — they’ve screwed 
up, in fact,” said Francis Gan- 
zon, executive director of the 
Telecommunications Office 
(Telof), operator of govern- 
ment telephone and tele- 
graph systems. “People are 
just fed up.” 

DoTC has plunged into 
a US$369 million Nation- 
al Telephone Programme 
(NTP) aimed at providing 
138,000 state-of-the-art digi- 
tal exchange lines in 85 areas 
throughout the archipelago. 
Split into three turnkey projects in the 
Luzon, Visayas and Mindanao regions, 
NTP will be implemented by Japanese 
French and Italian firms respectively, 
with finance from bilateral concessional 
loans. Extra finance is anticipated from 
the World Bank. The French and the Ita- 
lians are poised to embark on trial pro- 
jects that alone carry a price tag of 
US$22.5 million for 4,400 lines, or 
roughly US$5,100 a line. DoTC plans to 
complete NTP by 1992. 

There is one hitch: no one knows 
who will operate and maintain these ex- 
pensive exchanges once they are built. 
DoTC hopes the private sector will step 
in. It remains unclear which private 
company, or consortium of companies, 
will have the financial and technical 
capabilities to run these government- 
owned systems. DoTC secretary 
Rainerio Reyes told the REVIEW he 











would oppose any PLDT bid to operate 
most of them. “I’m not sure they have 
the management capability," he said, 
adding that by the year 2000, he hoped 
to see the telecommunication group's 
national share of telephone services fall 
from 94% to 50%. 

DoTC officials envisage the Japan- 
ese-, French- and Italian-built systems 
spinning off into three regional tele- 
phone companies — with partners from 
those countries probably getting first 
crack at taking up the maximum of 40% 
foreign equity that will be allowed. 
Local investors may prove elusive, how- 
ever. Reyes suggested that existing 
small companies merge or work to- 
gether with larger prospective domestic 
carriers such as Digital Telecommunica- 
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tions Philippines Inc. (Digitel), which is 
40% owned by Cable & Wireless. 


Y: many of the existing provincial 
telephone companies, which hold 
6% of the national telephone mar- 
ket, are little more than mom-and-pop 
operations, saddled with outmoded 
equipment, strained finances and few 
trained engineers. Digitel has muster- 
ed a group of heavyweight investors — 
including Henry Ng of Makati Super- 
market Corp., Wilfredo Tecson of Con- 
solidated Bank & Trust Corp., and real 
estate developer Jose Tuason — and 
has recently applied to the Securities 
and Exchange Commission to increase 
its capitalisation to US$100 million, 
but the company has no operational re- 
cord. 

“PLDT is the only company that has 
the manpower,” concluded one foreign 








telecommunications specialist. “It is 
manpower you cannot duplicate in 
three to four years.” 

Even if PLDT were allowed to be- 
nefit from government-financed deve- 
lopment, experience shows it probably 
would not jump at the chance. Over the 
past two-and-a-half years a PLDT sub- 
sidiary called Filphone Management 
Corp. has managed a government sys- 
tem spread over eight northern pro- 
vinces, including Marcos’ home pro- 
vince of Ilocos Norte. In 1985, the Japan- 
ese built and financed 11,100 digital ex- 
change lines for “twice to three times 
what we would have paid if the project 
had been properly bidded," said one 
Filipino consultant. 

PLDT predicts that the northern sys- 
tem would not turn a profit for 10 years. 
The experiment shows just what the 
Philippine Government is up against in 
its bid to provide rural telephone ser- 
vices. 

But DoTC projects a sunny profit 
picture for its new programme. “The 
project is expected to yield 
positive net income on the 
sixth year of operations. The 
project will then be capable 
of supporting itself and there- 
after generate a substantial 
build-up of excess funds," a 
DoTC report said. 

Private  telecommunica- 
tions specialists are sceptical. 
While PLDT subsidises its 
domestic service with rev- 
enues from overseas calls, re- 
gional companies may not 
have the luxury of controlling 
a second international gate- 
way. Even if they did, their 
small-town customers would 
make far fewer international 
calls than Manila residents. 

In addition, regional tele- 
phone companies looking to 
subsidise rural services with 
revenues from major provin- 
cial cities will run into 
PLDT, which has already 
gobbled up the few profit centres out- 
side Manila. 

The DoTC rate of return forecasts 
are based on the modest interest rates 
charged by the World Bank. An apprai- 
sal mission from the bank two months 
ago looked over the NTP and the bank 
is eager to funnel money to the project, 
but approval of a loan is far from cer- 
tain. Even if Manila obtained funding, 
bank officials said disbursements would 
not begin until 1990. 

If both foreign and local investors 
conclude that the new system is unlikely 
to generate profits, one option remains. 
"The worst thing that will happen is the 
government will have to run it," Telof 
executive director Ganzon said blithely. 
Worst, indeed. Starved of financing and 
manpower during the Marcos years, 
Telof is in no position to run such a tele- 
phone system by 1992. 
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“We need 
a computer 


that grows 
with us 
.. painlessly."/ 








NCR Computers 


Our incremental architecture lets you add power without disruption. 











Managing business growth 
is a 24-hour a day job. You 
cant afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

O Installing replacement 
hardware and operat- 
ing systems 

O Putting up with 
computer downtime 

O Retraining staff 

CO Building new facilities 

O Recompiling 
applications 





A growing business can't 
stop and wait for its 
computer to catch up. 


That’s why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And you can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 
programs continue to run. 
NCR makes it possible 








with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
It’s part of NCR’s 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 

your NCR representative 
or distributor today. 


Computer performance 
where and when you need it. 


NCR Offices: Australia, Fiji, Hong Kong, Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan. 


NCR Distributors: American Samoa, Bhutan, India, Indonesia, Korea, Nepal, New Caledonia, Solomon Islands, Tahiti, Thailand, Vanuatu. 
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€ THE critical condition of the aged 
Emperor Hirohito has cast a pall over 
an already sombre Japanese stock- 
market. The Nikkei index fell 1.3% on 
20 September, the day after the em- 
peror’s condition suddenly worsened, 
and shares have been weak ever since. 
There is no sign of the market breaking 
out of the box it has been hemmed into 
since April. 

Although it may be unseemly for the 
market to rise on the prospect of the 
death of a sovereign, it is difficult to see 
why it should not do so on strictly finan- 
cial grounds. A lot of money will have to 
be spent on the ceremonies, looking 
after dignitaries and ensuring the suc- 
cession goes off smoothly. Paper and 
printing stocks are sure to get a boost. 

This is because of Japan's practice 
of starting the numbering of the years 
from the time a new emperor takes 
over, rather than following. say, the 
Christian tradition. It will mean scrap- 
ping all official forms and other printed 
matter with dates of the Showa efa (Em- 
peror Hirohito's reign) on them and re- 
placing them with the years of a new 
reign. 

Sure enough, paper and print stocks 
all rose on the news that Emperor 
Hirohito had suffered a relapse. Top- 
pan Printing climbed 5.3% and Honshu 
Paper was up a third in the week that 
followed. 

At the moment, executives of the 
Tokyo Stock Exchange are discussing 
what action to take in the event of 
the death of Hirohito. Way back in 
1926, on the demise of the previous em- 
peror, the market was closed for three 


ys. 

If the stock exchange remains sub- 
dued for much longer, the Finance 
Ministry could face serious problems 
with the sale of the third tranche of Nip- 
pon Telegraph & Telephone (NTT) 
shares, scheduled for offer on 20-21 Oc- 
tober at a discount of 3.5% below its 
price at the close of the previous day. 

The big news was that the number of 
shares on sale will be only 1.5 million — 
450,000 less than in the first two 
tranches. This move was intended to en- 
courage investors who are now faced 
with the prospect of stumping up less 
cash to take up the issue. 

Instead, the market has interpreted 
it negatively, as a sign that the govern- 
ment is worried that the offer price may 
not reach the level attained at the last 
sale just after the October crash, when 
the shares fetched  *2.55 million 
(US$18,988). Sure enough, NTT's shares 
were trading at ¥2.11 million at mid- 
day on 27 September, 4% lower than 
when the third offering was announced 
11 days earlier. 
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The government cannot ask foreign 
investors to help it out of this pickle, 
even if it could find any prepared to 
stomach NTT's price-earnings ratio of 
135. Article Four of the NTT Act bars 
foreigners from being registered hold- 
ers of the stock until at least April 
1990. 

€ FOREIGNERS may not be able to 
enjoy the dubious privilege of bidding 
for NTT, but for the first time, non-Ja- 
panese brokers have been invited to join 
in the underwriting of the shares. More 
significant still are the concessions the 
Finance Ministry has made on the sale 
of Japanese Government bonds. 

As from 1 October, the underwriting 
share of foreign banks and brokers in 
the market for 10-year government 
bonds will increase from 2.5% to 
7.97%. Salomon's share alone will rise 
almost six-fold to 1.5% making it the 
fifth-largest member of the underwrit- 
ing syndicate. 

The concessions have not stopped 
there, because the government will, 
from next April, double to 40% the 
proportion of its monthly issues of 10- 
year bonds that are auctioned. This has 
pleased the foreign (and Japanese) 
brokers even more than the changes 
to the syndicate. Until now, prices, 
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coupons and the volume on issue have 
been set by negotiation between the 
ministry and the syndicate. In the fu- 
ture, the average price reached at the 
auction will be the price underwriters 
will pay for their syndicate allotments. 
Although the auction system offers 
the carrot of making the market more 
efficient and thus lowering the cost to 
the government of its debt issues, there 
was also a big stick involved in the 
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changes. This took the form of recently 
passed US trade legislation which 
threatens to remove primary-dealer 
status from the big Japanese brokers in 
US Government bonds if Tokyo does 
not improve access to its own securities 
market. Foreign pressure seems to have 
paid off yet again. 

€ THE compromise on Japanese 
bonds could encourage Citicorp to per- 
sist in its talks with Japan's Ministry of 
Posts and Telecommunications (MPT) 
about the possibility of an overseas 
money-transfer service between the 
country's 23,000 post offices and the US 
bank's domestic network. 

The deal, still only mooted, sounds 
innocuous enough. It involves substitut- 
ing the current despatch of money or- 
ders by cumbersome airmail to US of- 
fices, which can take up to 13 days, with 
a computerised network linking the post 
offices and Citicorp. Japanese banks, 
however, are livid because they see it as 
an attempt by Citicorp to gain access to 
Japan's biggest branch network through 
the back door. Not only are the Japan- 
ese banks locked in combat with the 
post office, but also the MPT is fighting 
its own battle with the Finance Ministry. 

Citicorp has long coveted a domestic 
branch network of its own in Japan and 
was rumoured to have made inquiries 
about Heiwa Sogo Bank before it was 
snapped up by Sumitomo Bank in 
March 1986. A tie-up with the post of- 
fice could become a test-case of market 
access for foreign banks, which only 
have about 2% of all Japanese loans 
outstanding. What better way to force 
the issue than by playing off one Japan- 
ese ministry against another? 

€ WHEN prestige looms large in in- 
ternational banking, both sides can 
come off the loser if things go wrong. In 
this case, it was the Malaysian Finance 
Ministry and six Japanese city banks at 
loggerheads over the underwriting of a 
US$300 million loan which was de- 
signed to enhance Malaysia's standing 
in the market. 

What miffed the banks — Dai-Ichi 
Kangyo, Fuji, Mitsubishi, Mitsui, 
Sanwa and Bank of Tokyo — was the 
fact that none of them had been invited 
to join the lead underwriting group ar- 
ranging the loan, even though four of 
them had offered loans cheaper than the 
one chosen by Malaysia. 

What added insult to injury was the 
inclusion of two arch rivals of the city 
banks, Long-Term Credit Bank and In- 
dustrial Bank of Japan, within the core 
group. As a result, all six of the city 
banks refused to participate in the loan 
(though at least one later relented), em- 
barrassing both the Malaysian Govern- 
ment and themselves in the process. 




















FINANCE 


Employees stock up 


South Korea's plans to give employees equity hit trouble 


By Mark Clifford in Seoul 
outh Korea's policy of reserving 
large chunks of equity for employ- 

ees sounds like a planner's dream: give 
workers cheap stock and labour-man- 
agement relations will stay rosy, new in- 
vestors will be introduced to the stock- 
market and companies can raise capital 
easily. 

The scheme to sell employees cheap 
stock has expanded rapidly along 
with the South Korean stock- 
market boom. After limping 
along for several years, stock- 
ownership plans took off in 1987, 
when companies were encour- 
aged to set aside 20% of newly 
issued stock for employees. 

For this year to August, Won 
579.5 billion (US$804.9 million) 
worth of shares — more than 
three times as much as last year's 
total — have been sold to employ- 
ees at the 564 companies that have 
employee stock ownership plans 
(ESOPs). 

A few years ago, employee 
stock was often distributed for- 
cibly because employees con- 
sidered the stockmarket too 
risky. Only one of every two eligi- 
ble employees signed on; now two 
out of every three take up their 
rights, thanks to the stockmarket 
boom. i 











Shipyard workers: intense resentment. 


But success has carried a heavy cost 
and forced the government to impose 
new regulations to limit windfall gains. 
The huge profits, which in many cases 
exceed annual salaries, have generated 
intense resentment on the part of those 
who did not get enough of the bonanza 
and done little to make workers happier 
and more productive. 











The distribution of stock has pitted 
younger workers, who receive fewer 
shares, against older ones, who are 
more likely to be managers. It has also 
prompted resentment among employ- 
ees at poorly performing subsidiaries 
within the same business group. Con- 
versely, the ESOP policy has spurred 
management to issue more stock than 
needed, which has diluted existing hold- 
ers: 
While the ESOP plans were de- 
signed to help defuse labour militancy, 
they are of little solace to workers in 
troubled industries, such as shipbuild- 
ing. Young clerks at the prosperous sec- 
urities arm of a business group sell their 
shares for quick profits, but that simply 
fuels the resentment of the blue- 
collar workers at a sister ship- 
building company. 


E July, the government moved 
to tighten up ESOP plans, by 
imposing a three-year holding 
period for anyone who wanted to 
take advantage of the 15% tax 
credit that employee stockholders 
enjoy. The amount of stock dis- 
tribution was also limited to the 
employee's annual salary. More- 
over, the elimination of the dis- 
count on the purchase price of 
new shares is being phased out. 
Last year, employees and existing 
shareholders could buy new 
shares at a 50% discount. The dis- 
count has been whittled to 20% 
and will fall to 10% at the begin- 
ning of 1989. 

Business would like to see 
ESOPs trimmed even further. 
The Korea Listed Companies As- 











Market blindness 


British Government rules restrict East Asian unit-trust managers 


By James Bartholomew in London 


he British Government is in danger 

of making itself seem foolish 
through its apparent ignorance of East 
Asian stockmarkets. An implication of 
the new Financial Services Act is that 
an investment in the stockmarket of 
Chile would be safer than one in 
Taiwan, that Mexican shares are sound- 
er than those of South Korea and 
Brazilian companies make more con- 
servative investments than the large 
banks and cement companies of Thai- 
land. 

Under the new act, British unit trusts 
must not invest more than 10% of their 
portfolio in companies which are not 
listed in certain recognised or "desig- 
nated" stock exchanges. Among the 
stock exchanges which have not re- 
ceived the government's seal of ap- 
proval are those of Taiwan, South 
Korea and Thailand. Among those 





which pass muster are those of Chile, 
Brazil and Mexico. 

The list of designated exchanges is 
currently under review and some invest- 
ment management groups expect 
changes by the end of the year. Mean- 
while. the omission of important East 
Asian stockmarkets is causing prob- 
lems. 

Some fund managers have reluc- 
tantly been selling shares in Thailand in 
order to reduce the percentage of shares 
held there. This has even had some ef- 
fect on the premium which is attached to 
Thai shares open for purchase by for- 
eigners. The premiums on leading 
shares reached about 25% a few months 
ago but have since fallen to about 1096 
(the level varies from share to share). 
The fall of the premium is mostly due to 
a slight lowering of excitement about 
the Thai market among fund managers, 





according to a leading London broker 
dealing in Thai shares. 

The impact of selling by unit trusts is 
limited because they are only a small 
part of British-managed (let alone total 
foreign) investment in East Asia. Unaf- 
fected by the ruling are British pension 
funds, insurance companies, invest- 
ment trusts and British-managed off- 
shore unit trusts. 


n theory, some unit trusts are breaking 

British law. They still have more than 
10% of their investments in countries 
such as Thailand and the Philippines. 
Some fund managers are keeping their 
"undesignated" investments above 1096 
in the hope that the law will be changed. 

They feel they have pre-eminent re- 
sponsibility, both morally and perhaps 
even legally, to do the best for their 
unit-holders and to invest in the sort of 
countries which the holders were led to 
expect. 

Although they moderate their lan- 
guage when talking directly to the 
British Government, unit-trust mana- 
gers and even trustees talk of the failure 
to approve leading East Asian markets 
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sociation has just recommended that 
the 20% of new stock reserved for em- 
ployees be lowered. It also called on 
the government to limit stock distribu- 
tions to half of an employee's annual 
salary. 

More troubling, there is little evi- 
dence that the ESOPs have ac- 
complished their policy goals. The past 
two years have seen the stormiest la- 
bour-management relations ever, de- 
spite the profusion of the employee 
stock plans. Worse, there seems to be 
little link between employee stock own- 
ership and productivity or business per- 
formance either in South Korea or other 
countries. 

Government officials say that they 
will push ahead with aggressive employ- 
ee stock-ownership plans and that there 
are no plans to pare the 20% of stock 
that is reserved for employees. They 
stress that the.scheme is in line with the 
emphasis on distributing the benefits of 
development more evenly, which is a 
cornerstone of President Roh Tae 
Woo's economic policies. It seems 
likely that the narrowing of the discount 
of newly issued shares to 10% and the 
imposition of the three-year holding 
period to qualify for the tax credit will 
eliminate the worst excesses prompted 
by the ESOPs. 

As long as the economy keeps per- 
forming strongly, the worst that can be 
said for the ESOPs is that they may 
heighten intra-company tensions. But 
the biggest test will come for employees 
of poorly performing companies or if 
the stockmarket takes a nosedive. The 
poorest-paid workers, of course, will be 
the ones hurt most badly if the value of 
their companies' shares plunge. o 





as a “cock-up” most probably due to ig- 
norance at the Department of Trade 
and Industry. They are trying to en- 
lighten the department by submitting 
reports on Taiwan, South Korea, Thai- 
land and also the Philippines. They are 
gently pointing out that the Taiwan 
stockmarket's level of turnover, for 
example, is among the highest in the 
world. 

Adding to the sense of absurdity is 
the fact that some investments are ap- 
proved for technical reasons. Philippine 
Long Distance Telephone (PLDT) is 
approved, whereas Ayala Corp. is not, 
because PLDT is listed on the American 
Exchange in New York. Investment in 
some of the specialist offshore funds 
which invest exclusively in Taiwan, 
South Korea or Thailand also appears 
to be approved because some of these 
funds are listed at an approved ex- 
change. 

This means, in effect, that the British 
Government considers investment in a 
specialist Thai fund to be safe enough 
but at the same time considers direct in- 
vestment in a portfolio of Thai shares 
too risky. uu 
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PROPERTY 


Asia’s hotel buying spree 


New investment in Canadian hotels attracts attention 


By Ashley Ford in Vancouver 


he Canadian hotel industry appears 

to be under takeover assault from 
Asian, principally Hongkong-based, in- 
vestors, with Vancouver and Toronto 
the key targets. In the past two years 
some 20 Vancouver area hotels have 
changed hands, with Asian investment 
involved in 15 of the deals. 

It seems investors are as much at- 
tracted by Canada’s political and eco- 
nomic security as they are by the avail- 
ability of solid investment properties at 
well below replacement values else- 
where in the world. 

While Asian investors are not the 
only bargain hunters — investment has 
come from West Germany, Britain and 
the Netherlands as well — it is the Asian 
buying spree which is attracting atten- 
tion. 

Although hotels have traditionally 
been regarded as a riskier investment 
than other forms of property, Asian in- 
vestors have held a stake in the Cana- 
dian hotel industry for some time. The 
most visible has been Hongkong tycoon 
Li Ka-shing's ownership of the Toronto 
Hilton since 1981. 

In Vancouver, Singaporean, Malay- 
sian, Hongkong and Japanese interests 
have similarly owned hotels for several 
years. But the arrival of Hongkong's 
New World Group in Vancouver last 
year heralded a new round of buying. 
New World paid C$30 million (US$24.6 
million) for the run-down 450-room 
Harborside Holiday Inn and poured in 
another C$13 million to transform it 
into an upmarket establishment. 

New World chairman Henry Cheng 
told the REVIEW that the Vancouver 
property is a beachhead in North 
America as New World wants to estab- 
lish its chain of hotels as a major force in 
Canada and the US. 





Hongkong's Shui On construction 
group recently purchased two Toronto 
hotels, the Ramada West Airport and the 
Ramada Renaissance, for C$83.2 million. 

Following New World into Van- 
couver was Stanley Ho. The Macau 
casino magnate recently won an almost 
bizarre formal bidding battle for the 
Vancouver Meridien, a luxury 397- 
room hotel in the heart of the city. The 
near-new hotel was in receivership and 
its complicated ownership involved 525 
limited-partner shareholders. 

Ho not only had to overcome this ob- 
stacle but also some stern competition 
from the Hongkong-based Regal group 
of Y. S. Lo, plus a British bidder and 
several Canadians. After several hours 
of intense bidding, Ho upped his initial 
C$44.7 million cash offer by C$3 million 
and carried the day. 

Industry observers say Ho's pur- 
chase is extremely shrewd. He has 
purchased arguably one of the city's 
finest hotels for about C$120,000 a 
room, far below current hotel con- 
struction and development costs of 
C$155,000. 

The Meridien hotel group, an arm of 
Air France, was also a big winner. Ho 
intends keeping on the group as 
operators, something the Regal group 
would likely not have done, having dis- 
pensed with its services at the Regal and 
Regal Airport hotels in Hongkong. 

While most investors prefer to pur- 
chase existing hotels because of their at- 
tractive prices, the latest entrant into 
Canada is bucking that trend. Undeter- 
red by the aborted and costly foray into 
Canada by the Mandarin Oriental 
group, which built a luxury hotel in 
Vancouver with the intention of using it 
as the anchor for a North American 
chain, Malaysia's Kuok brothers have 
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chosen Vancouver as the entry point 
into the North America market for their 
Shangri-La chain. 
The Kuoks, acting through Goddard 
& Smith Realty, have purchased two 
strategic city blocks plus an existing 
hotel, the Pacific Pallisades, for C$71.5 
million. They have taken on as minority 
partner Abbey Woods Developments, a 
local development company which is 
listed on the Vancouver Stock Exchange. 
Characteristically, the Kuoks have 
declined all comment on their plans, but 
Choon Kee Wong, president of Abbey 
Woods, says a luxury 400-room Shangri- 
Lawill form the focal point ofa large retail- 
commercial-residential development. 
Sources say Robert Kuok earlier this 
year paid a brief visit to Vancouver, 
liked what he saw and decided the city 





LABOUR 


By Nick Seaward in Kuala Lumpur 


M alaysia’s electronics component 
manufacturers have expressed sur- 
prise and concern at the sudden decision 
by Labour Minister Lee Kim Sai to 
allow workers in the industry to form 
unions. The announcement, made on 22 
September, ends a 15-year-old ban, 
which, together with generous tax con- 
cessions, had been a major factor in at- 
tracting many foreign manufacturers to 
Malaysia. 

The decision has been widely linked 
with the hearing in mid-November of a 
petition to the US Government by the 
American Federation of Labour-Con- 
gress of Industrial Organisations (AFL- 
CIO), seeking the removal of Malaysia 
from the US' generalised system of 
preferences (GSP), on the grounds that 
Malaysia violates workers' rights. 

Shortly before Lee's bombshell, it 
was also announced that the govern- 
ment would be tabling 34 amendments 
to the labour laws at the next sitting of 
parliament on 10 October. These 
amendments will enable managerial 
staff in the private sector to join a union 
for the first time, and safeguard the 
right of government and statutory-body 
employees to strike — a right which had 
been under threat. 

Lee has denied that there is any link 
between the AFL-CIO petition and the 
labour law changes. He said the deci- 
sion had been taken as long as two years 
ago — and conveyed to plant owners. 

The reaction of the employers has 
been distinctly lukewarm, however. 
The Malaysian-American Electronics 
Industry (MAEI), whose members’ 17 
plants employ about 37,000 of the total 
industry workforce of 85,000, said it had 
no prior knowledge of the decision to 

















was the perfect entry point into North 
America. Li Ka-shing’s recent purchase 
of the former Expo '86 site for a huge 
property development was apparently a 
compelling factor in the decision. 

China has not been immune to the 
hotel fever. Peking interests recently ac- 
quired a modern central hotel, the 
Pagebrook Hotel, for an undisclosed 
sum. 

The Japanese are also a major force. 
The Tokyu Corp. developed and oper- 
ates the luxury Pan Pacific Hotel on 
Vancouver's waterfront and is looking 
for a major expansion in the nearby ski- 
ing and golf resort of Whistler. 

Listel Co. of Tokyo, has purchased a 
hotel in Whistler and Itoman & Co., a 
mid-sized Japanese trading company, 
purchased the Harrison Hot Springs 








































Static in the circuit 


Malaysia to allow unions in electronics plants 


change the no-union policy. The chair- 
man of MAEI, Texas Instruments’ 
Jerry Lee, said he would be meeting the 
labour minister to seek clarification. 

The MAEI chairman said he endors- 
ed the statement issued on 27 Sep- 
tember by the Malaysian Employers' Fed- 
eration (MEF), after a day-long, closed- 
door meeting of most of the electronic 
component manufacturers in the coun- 
try. The MEF said that electronics work- 
ers should be free from any coercion to 
unionise. “Should they choose to be 
represented,” said the statement, “they 
should be free also to choose between a 
house union and a national union.” 

The Malaysian Trades Union Con- 
gress (MTUC) is determined to press 
ahead with the formation of an industry- 
wide National Electronics Workers 


DAVID HAYES 





Malaysian electronics firm: lukewarm emplo yers. 








Resort 130 km east of Vancouver for 
C$40 million. 

Almost every major hotel in Van- 
couver and Toronto is available, at the 
right price, industry sources say. The 
president of the Vancouver Hotel Associ- 
ation, Hart Molthagen, says: "What we 
are experiencing is not just happening in 
Vancouver; its happening all over 
North America. North America is seen 
as a good investment and real estate, in 
some key cities, is seen as a bargain." 

Jimmy Yap, president of Goddard & 
Smith, believes the upsurge in buying 
interest in Vancouver is because Asian 
investors see the city as being under- 
priced and having better tourist 
facilities than other North American lo- 
cations. Vancouver also has direct air 
links with a number of Asian cities. gg 














Union, however. When the first elec- 
tronics factories were set up in Penang’s 
Bayan Lepas free-trade zone 15 years 
ago, the MTUC tried to recruit the 
workers into the Electrical Industry 
Workers Union but were forbidden by 
the authorities. (The government 
makes a distinction between electrical 
goods and electronic goods — the latter 
being defined by their use of semi-con- 
ductors). Since then, the MTUC has 
made two unsuccessful attempts to reg- 
ister a separate electronics union. 

MTUC president Zainal Rampak 
said a special working committee would 
start preparing for the setting up of the 
union. Zainal, who expects to recruit 
70% of workers in the industry, said the 
new union’s priorities would be the end- 
ing of arbitrary demotion and transfer 
of workers, the improvement of existing 
annual leave and medical benefits and 
the stamping out of sexual harassment 
in the workplace, where about 9096 of 
all employees are women. 

While the trade union movement is 
obviously delighted by the govern- 
ment's climbdown, any attempt to in- 
crease wages would be ominous for the 
foreign-owned plants, which are al- 
ready finding it difficult to compete with 
cheaper labour available in Thailand 
(REVIEW, 25 Aug.). If labour costs rise 
significantly, the plant owners argue; 
new investment — particularly in wafer 
fabrication, which would significantly 
broaden the base of the industry in 
Malaysia — could be diverted else- 
where. 

Malaysia exported M$6.9 billion 
(US$2.59 billion) worth of electronic 
components last year — equivalent to 
3476 of manufactured exports and 1596 
of total exports. Several manufacturers 
have announced major new investments 
in wafer fabrication plants, which would 
dramatically increase the value added. 
These include Intel, with a US$100 mil- 
lion new micro-processor fabrication 
plant destined for Penang and Motorola's 
US$45 million discrete transistor fabri- 
cation facility in Seremban. 
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The oil factor declines 


i Asters performance in the non-oil 
UMP sector is just what Indonesia needs 
to ease the strains of oil price uncer- 
tainties and a growing debt burden, 
which Jakarta has been experiencing 
` throughout this year. Such a break came 
¿with the release of new and encourag- 
ing export statistics, just as the in- 
i. ternational oil price plunged to its low- 
est level in two years in early Sep- 
tember. 
s On 7 September, after a cabinet 
: meeting headed by President Suharto, 
t Information Minister. Harmoko an- 
nounced that the monthly figure for 
non-hydrocarbon export income sur- 
passed US$1 billion for the first time in 
. June, reaching US$1.01 billion. Total 
“exports rose 25.7% in value, from 
US$7.51 billion in the first six months of 
1987 to US$9.45 billion in the corres- 
ponding period of this year. Non- 
oH Spore surged by an impressive 
.:46.096 to US$5.19 billion from 
US$3.53 billion, while income 
from oil and gas rose from 
oe billion to US$4.26 bil- 
ion. 
The government did not spell 





fallen by more than 50 points from Rps 
1,650:US$1 at the start of the year to an 
all-time low of Rps 1,704:US$1 on 16 
September. The fall has been gradual, 
with Bank Indonesia raising the value 
sporadically, then allowing it to depre- 
ciate in an apparent effort to defy cur- 
rency speculators. In fact, this year has 
been free of the rush buyings that have 
plagued the currency market periodi- 
cally since the government devalued the 
rupiah in September 1986 — by 3196 to 
Rps 1,644:US$1. 

The rupiah's gradual depreciation 
this year has helped keep Indonesian 
non-oil exports competitive, just as the 
price advantage from the 1986 devalua- 
tion was beginning to disappear. The 
manufacturing sector is the main be- 
neficiary of this currency fall. 

The textile industry, leading the 


NON-OIL EXPORT "T 











out the reasons behind this year's 
strong growth of non-oil exports, 
but bankers and economists attri- 
` bute this to three factors: careful 
management of the currency, a 
stronger demand for some Indone- 
sian non-oil commodities, and an 
improvement in business condi- 
tions in general as some of the gov- 
ernment's deregulation measures, 
taken in the past three years, 
Started to show results. 

- The rupiah's exchange rate has 


: Source: Central Bureau of Statistics. 


VIEWTABLE by Andy Tang 
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manufacturing export sector, registered : 
a 53% growth in income in the first five. 
months, compared with the correspond. 
ing period of 1987, to US$496 million. 


In volume terms, textile exports Y rose | 


42% in the same period. - 

But it was Indonesia's rimary com: 
modities — timber, rubber, tin and 
palm oil — that continued to fuel non- 
oil export growth this year. ET 
modities are enjoying strong 
— and therefore strong 
the economies of industrial 
cover, albeit slowly. 














mainly plywood and sawn woo 

almost 30% in volume terms in the. 

five months of this year and income 
grew 4496 to US$1.13 billion during th: 
period. Income from processed rubb: 

shrimp and crude palm oil rose by 50% , 

38% and 204% respectively during. t 

same five-month period. 

The manufacturing sector is still 
a relatively small contributor to` 
Indonesia's exports, but its role is 
growing. It received a major 
boost from easier import regula-- 
tions — essential as it is still depen- 
dent on imported components and. 
parts — and easier vesh i : 
rules. 

On the domestic front, the gov : 
ernment has continued to exercise 
monetary restraint but has had less: 
success in controlling inflation. 
Money supply grew by 3% in the 
first seven months to Rps 13.08 bil- 
lion. The consumer-price index: 
rose 4.48% in the first eight. 
months of this year, against 4.7% 
in the same period last year. On an 
annual basis, inflation was 9% in 
August, against 8.9% in calendar. | - 
1987. — A Correspondent- 
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: Net % change 2 "s change Dividend i | 
Company Period profit on period | Turnover (prev.) Comment 
4. = 
Shihlin H30 June | NT$210m —318 | NT$1.4b "na. Falling domestic paper prices and higher import. prices 
Paper (US$7.3m) | (US$48.4m) (n.a.) affected earnings of Taiwan paper maker. 
Asia H30June | NT$1.6b +56 NT$3.9b *44 na. Profits for Taiwan's second-biggest cement firm include 
Cement (US$55.4m) (US$134.9m) (n.a.) NT$700m from investment returns. 
Malayan H30 June | M$7.1m —61 M$135.9m ~20.3 2M¢ Directors forecast moderately better results for the year 
United Ind. (US$2.7m) | (US$51m) (3Me) | end. 
Overseas Union | H 30 June | S$31m 412.7 | ma. n.a. 496 Parent bank contributed S$22.1m of Singapore's OUB | 
Bank (US$15.2m) (5%) group net. 
Hopewell Y 30 June | HK$459m +68 :HK$1.4b -8.8 20HK¢ | China operations contributed to sharp rise in Hongkong | 
Holdings (US$58.9m) | (US$179.5m) (19 HKe)' | developer'snet. 
| Hongkong H30June | HK$536m +13 HK$726m -27 13HKe | Higher rentals for prestige office and commercial portfolio | 
Land ‘| (US$68.7m) (US$93.1m) (12 HKc) | boosted profits. 
EM 
i aes H30June | HK$624.6m +9 HK$1.5b +42 21HKe | Power utility for Hongkong island predicts full-year profits to 
Electric | (US$80.1 m) (US$192.3m) (19 HKe) | exceedlast year's HK$1.26b. 





8t. 











PRICES AND TRENDS 


CURRENCIES | i —  NTEREST RATES (%) 


ue We i j Prime . Wee: “interbank | interbank | interbank 
i lending i ry Tmontht | 3monthst | &monthst 
A = 1 bilts/bonds*t in 
ustralia dollar 3 i 7 3 E -4 5 
Britain pound x . z B Australia 15.50 . 1304688 13.53125 13,8125 ^ 
Canada dollar k i ` 2 i 3 Ld 
France franc H 4 i ij i: d Britain 13.00 11.4375 11.9375 
Hongkong dolar | : - : | Hongkong 9.50 8.125 8.25 
na. 


India rupee x 
indonesia rupiah IE x .00. 1 .650. — | indonesia 22.00 19.50 
5.25 5.0625 


Japan yen Y s . 
Malaysia doltar x ? r . E Japan 5.70 
NewZealand ^ dollar ! : : ] 73.375 1 
Pakistan rupee à P d P i 
Philippines peso » * y . E Malaysia 6.75 1 
k i i 
opono mcd : | ; j : [|] New Zealand 16.75 | 
SriLanka rupee ; ; 4 ; Philippines 16.6875 1735 — | 
Switzerland franc . . : i 
Taiwan NT dollar . d | $ Singapore 6.13 — i 
Thailand - . s i 
$s K 14 15.80. 
West Germany : s South Korea 1.50 | 
Taiwan 5.25 5.01 | 4.50 
Communist r i 
d countries Thailand 11.50 5.20 Onz 12.00 
Bangladesh EE . i China us 10.00 i 8.18 Ki 8.3125 8.375 8.625 


Brunei £ 4 2. US$- Amb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT 


Bürma 
Macau pataca BKS = Rnb 0.476 E 1month 


Nepal rupee f : Soviet Union 
Papua N.G. kina. | — i d USS~ Rouble 0.6318 USS 8.25 


Other: SDR1 - US$1.2897, ECU1--US$1.105, Laos £ Sterling 1.5625 
8$1« M$1.3113, £1 - HK$13.011, USS - New Kip 415.00 Yen 5.125 
3 months forward: Japan Y 134.532, " Swiss Fr. 3.25 
Hongkong HK$7.8077, Singapore $$2.027, Vietnam 49375 
tMiddie rate * Selling rate USS = Dong 368.00 E 3 i 

—— 12:50 13.00 13.3125 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 9.875 10.125 10.25 
tional Bank of New York for banknote selling rates on the Hongkong market NE SNAN E 
and Deak International Ltd for official rates. | 'iongterm — *"shortterm — tofleredrate — Source: Telerate, Vickers da Costa & Co. 
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COMMODITIES 


Last sale to 26 Sept. 
aea | Previous 
26 t. 
: Sep! 











T - 
Gold London i 409.45 461.75 : US$: 
Domestic 3-5 yearst 


Copper — New York : 7-10 yearst 
Current delivery (Sept.) 113.00 81.65 International — 3-Syearst 
Dec. delivery 7-10 yearst 

Aluminium London i 7 
Current delivery (Sept) 1,336.00 1,418.00 1,193.00 Yen: 

Dec. delivery 1,327.50 Domestic 3yeàrs t 
Tin Kuala Lumpur 19,64 19.80 16.95 10 years t 
Cotton New York international 3-5 years 
: "Current delivery (Oct.) 52.90 52.90 74.90 7-10yearst 

Dec. delivery 50.94 Dm: 

] * 

Rubber Kuala Lumpur | Domestic 3-5 years 
Current delivery (Oct. 300.0 311.50 ij 269.50 : 10 years" 
Dec. delivery 301.0 [| International — 3-5yearst 

Palm Oil KualaLumpur 5} es 7-10 years? 
Current delivery (Oct.) 952.00 833.00 -| AS: 

Dec. delivery 969.00 Domestic 3yearst 
Sugar New York (4) 1Oyearst 

Current delivery (Oct.) 9.99 10.06 6.18 international — 3-5yearst 

Jan. delivery 9.00 7-10 yearst 
Pepper Singapore — (10) les: 

Sarawak Asta bik 100% 392.50 415.00 1,097.50 $ ; 
"Wheat Chicago 6) Domestic 3years * 

Current delivery (Dec.} 426.60 403.00 ] 294.40 . 10 years * 

Mar. delivery 431.20 international 3-5 yearst 

i 
Maize Chicago omi 7-10 yearst 
` Current delivery (Dec.) 286.20 278.60 . 175.20 £: i: 

:- Mar. delivery 292.20 Domestic 3yearst: n.a. 

Rice. Bangkok (8) iüyearst na 
$95 white fob 305.00 305.00 : 265,00 international . 3-5yearst. | 10.64 

Soyabeans Chicago 6) T-10yearst.| 10.40 

" Current delivery (Nov.) 832.40 847.40 522.20 NZS: 
dan. delivery 842.60 Domestic 3-5 years! 1 13.28 

Cocoa F London (1) 7-10yearst | 12.77 
Current delivery (Sept.) 777.00 833.00 - 1,191.00 1 international o 3years* | p354 


729.00 | 
Ys * 
n A P 7-10years* | 12.88 | 

















Current delivery (Sept.) 1,135.00 1,113.50 1,270.06 
Nov. delivery 1,146.00 3-5 yearst 4,72 


Petroleum Tokyo 01 7-iüyears! | 4,58 


Sumatran tight na. 13.20 18.10 ECU: 
Brent London an 13:00 13.25 18.60 3-5yearst 746 738 
74 





























PUES | 7-1 yearst 7. 7.88 
(hüfatonne @)M$akg (@}US$anez  (4jUScalb (5)M$atonne (6) USe a 60 Ib bushel E Es Ere s 
GUS a 56ibbushel (8)US$atonne (8)Mcakg (10)5$a100kg (11}USSabarre! Source: Telerate, Reuter. *AAA corporate! Government 





Source: Telerate- 











RN ECONOMIC REVIEW = 









EFFECTIVE EXCHANGE RATES 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
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: Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are forthe week ended 24 Septembe - 
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Source: UBS-Phillips & Drew. 











‘Economic Growth % (real) (1) 
A987 
1988 

- International Reserves (5) 

-< atest 













Year earlier 


. Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
1 Latest3 months 
-3 change previous 3 months 
% change year earlier 
imports (6) 
| Latest3 months 
* % change previous 3 months 
% change year earlier 


| ConsumerPrices 
Base 
Latest 3 months index average 






% 6hange previous 3 months 
* change year earlier 


Money Supply i3) 








4.6 
1-3 


US$12.80b 
(duly) 
US$9.35b 


-USS0.73b 
(June-Aug.) 
+USS$6.08b 
~US$0.18b 


USS8.15b 
-54 


*2.0 





*1t4 































CHINA HONGKONG INDIA INDONESIA JAPAN 
94 13.5 i 4.16 i 3.6 | 42 
7-7.5 5-7 i 1.50 i 3-4 i 35-45 
USS$19.06b n.a. | US$6.20b | US$5.30b | USS88.08b 
(Junej (Apr.) (June) (duly) 
USS13.55b na. f USS6.50b US$4.15b | US$69.53b 

: | 
—1S50.63b —US$0.09b .US$0.95b | +US$3.24b | «08817.73b(6) 
{Jan.-Mar.} {June-Aug.) (Jan.-Mar.) | (Mar.-May) (Apr.-June) 
—US$1.24b —US$1.13b -USS$1.57b + US$2.62b +USS1S.77b 
~US$0.52b »USS0.46b —USS1.51b | +US$1.766 +US$20.58b 
USSB.92b US$16.76b | US$3.39b i USS4.64b | USS6493b(5) 
; 33.4 +20.94 +17.8 | -2.9 | +80 
: +224 +29.47 +28.7 | +18.2 | +142 
USS9.55b US$16.85b USS4.34b | US$1.40b | USS47215(8) 
-34.8 +12.43 -25 -35.2 EET 
+148 +34.98 +48 -35.4 +30.1 
Sept.-Dec. 1986= 100 Oct. 84-Sept. 85-- 1002) 1960-100 | Apr. 77-Mar. 78-- 100 1985-100 
107.96 118.0 772.0 i 310.47 1013 
(Sept.-Dec.} {June-Aug.) (Apr.-June) (May-July) (Apr.-June) 
-0.1 +24 +25 | +24 07 






+8.6 202 

















| 
| 
Latest A$132.5b Rmb 823.31b HK$323.22b Rs 1.721(10) Rps34.97t * 386.80t 
pue (July) (Mar.) (July) (July) (Feb.) {May} 
=. re ehünge previous month +14.3 *2.6(11) ~0.3 +18 +24 +07 
3 change year earlier +128 429.4 | 194 +17.5 +25.4 +114 
: 1 MALAYSIA L PHILIPPINES SINGAPORE SOUTH KOREA 4 TAIWAN THAILAND 
Economic Growth % (real) (1) i | | 
1987 | 4.2 5.05 8.8 i 12.0 “n | 6.6 
zi 1088 6-8 i 5.5-6.5 i 8-10 10-11.5 6-8 | TS 
International Reserves (5) : 
Latest USS$6.22b USSO.48b US$15.87b USS9.56b USS70.33b | US$4.97b 
(June) (July) (May) {July} (June) i (July), 
Year earlier USS7.09b US$1.46b USS13.70b USS$3.29b US$60.72b US$3.B3b 
Trade Balance (total merchandise) 
Latest 3 months -USSO61b(4 | -USS$0.29b -US$1.18b +US$1.79b(6) +USS$3.60b -USS0.67b 
(Jan.-Mar.] i {May-July} {Apr.-June} iJune-Aug.) (June-Aug.) i&pr.-June) 
Previous 3 months | +USS0.80b | -2USS0.21b —US$1.05b *US$1.48b +US$1.67b -USS0.70b 
Year earlier -US$6.50b | -USSO.25b | -USS0.81b +US$1.29b +US$S.34b ~US$0.36b 


Exports 7) 
Latest 3 months 
36 change previous 3 months 
% change year earlier 


imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 


Base 
Latest 3 months index average 







4% change previous 3 months 
535 change year earlier 


Money Supply (3) 
latest 





3 % change previous month 
2% change year earlier 
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USS$4.08b(4) 
-10 
+34.9 


US$3.47b{4} 
+3.2 
+36.8 


1980 =100 
128-6 
{Feb.-Apr} 
-0.1 
+44 
M$55.67b 
(May) 
-03 
:25 








US$1.79b US$9.52b US$15.44bí6) 
+126 *9.4 
+22.6 +32.8 +29.3 


+13.6 
H 





US$2.08b US$10.70b 
*15.6 *137 
+21.6 | +33.5 

| 

1978-100 | June 82-May 83-100 

403.0 104.1 
(June-Aug.} {Apr.-June) 
1:20 +03 
+8.7 +16 

P163.44b S$37.53b 

; (May) (May) 
+27 22.9 


+23.2 





US$13.65b(6} 
+8.0 
+28.1 


1985-100 
113.5 
{May-July} 
+14 


+7.2 


Won 42.74t 








USS16.19b US$3.61b 
+99 +5.34 
+127 «28.8 








| 

US$12.59b | 
37 | 

| 

i 

| 

| 

| 


US$4.29b 
-8. +38 
+39.4 +35.7 
1986-100 1976 100 
102.04 209.5 
(June-Aug.) iApr.-June) 
+49 +t 
+44 +40 


NTS4.58t Babt847.7b 
(July) (May) 
+14.5 ESO 
£242 12.6 

















"Official and other estimates of GDP (GNP in Japan} {2} Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
ceptor Singapore {8} Customs basis (7) fob (8) cif (9) Excluding petroleum products — (10) M3. (t1) % change over past 3 months 


(5) IMF definition of reserves minus gold | 
Source: Official statistics. 




































































STOCK 








_| Investors in a sombre mood 
... | SOFT gold prices took the wind out of the Australian and New Zealand markets, Emperor Hirohito's health 
unsettled Tokyo and Bombay rallied on the news of the Pepsi Cola deal. 


TOKYO: Shares sank sharply on 20 
'Sept. on fears for the health of the 
Emperor Hirohito. They recovered 
slightly before continuing their fall on 
bearish sentiment. Trading throughout 
the period was moderate, averaging 
742m shares a day, worth Y783b 
(US$5.83b). Sumitomo Metal was 
down ¥17 at X653 and Mitsubishi 
Electric dropped ¥35 to ¥965. 


HONGKONG: In a holiday-shortened 
period, shares closed mixed in thin 
trading. The Hang Seng Index finished 
at 2,454.38. Among the blue chips, 
+ property stocks made gains but utilities 
and banking were lacklustre. Volume 
was 1.12b shares, worth HK$1.34b 
(US$171.8m). Cheung Kong gained 25 
_ | HK cents to HK$7.15. Hongkong 
“|. Electric lost 15 HK cents to HK$6.85. 


E | SINGAPORE: Despite a brief mid- 
^T period rally, prices drifted downwards 
“| amid even lower volume. Japanese jit- 
{o ters over a Hirohito's failing 
“health also hurt local confidence. 
OCBC lost 35 S cents (17 US cents) to 
8$7.25 while Fraser and Neave lost 45 S 
cents to $$7.05. Average daily volume 
“| totalled 14.6m shares, valued at 

::8$29.6m. 








week, with share prices plunging and 
turnover slowing to a trickle as invest- 
ors watched overseas markets for new 
leads. Property counter Sri Hartamas 
lost 3 M cents (1 US cents) to 43.5 M 

' cents on further adverse. Steelmaker 

^ ASM lost 8 M cents to M$2.30. Vol- 
ume averaged 7.1m shares a day, 
valued at M$11.7m. 


BANGKOK: Foreign interest re- 
=| mained steady and the SET index rose 

7 8.29 to 445.83. Industrials remained 
strongest, with increased interest in 
Siam Cement, which was up Baht 165 
$04. (008$6.47) to Baht 3,206. Siam Food 
cp. Products, listless for months, gained 
; Baht 11 to Baht 78.50. American Stan- 
«dard was pushed up Baht 100 to Baht 
~ 942 on very thin trading. 





MANILA: Prices continued to decline 
| in dull trading, with sideways move- 
^I ments favouring a few oil shares. Min- 
.| ers fell on softer world prices for gold 
; and copper. The Manila Composite 
Index lost 15.01 to close at 729.91. 
PLDT was down P2 (9.4 US cents) to 
£209 while San Minguel-B inched up 
PI to P226. Average turnover was 
532.94m shares, worth P26,.82m. 




















KUALA LUMPUR: It was a dismal f 























AUSTRALIA: Goldminers withstood 
setbacks from a continued slump in 
gold prices. But nervousness over cur- 
rencies and commodity prices kept re- 
luctant investors at bay. Overseas sell- 
ing of industrials because of à weaker 
Australian dollar trimmed some 
prices. CRA fell 18 A cents (14 US 
cents) to A$8.28. BHP slipped 8 A 
cents to A$7.96. 


NEW ZEALAND: Falling Australian 
prices in the wake of the gold price 
drop carried New Zealand shares 
lower in light trading. The market 
lacked direction, awaiting more posi- 
tive economic news. Brierley fell 3 NZ 
cents to NZ$1.31 (80.7 US cents). 
Fletcher Challenge dropped 2 NZ 
cents to NZ$4.82. Volume was 61.02m 
shares, worth NZ$54.69m. 


SEOUL: The index inched up 13.80 on 
rumours of faster stockmarket liberali- 
sation. But the rally quickly fizzled out, 
and volume remained sluggish, with 
daily trading averaging 6.8m shares, 
worth Won 119.6b (US$166.1m). 
Hyundai Motor, up 4.4%, paced car 
stocks to a 3.8% advance. Daewoo 
Electronics, up 5.6%, led electronics 
to a 3.9% gain. 


TAIPEI: The weighted price index rose 
another 665 to finish the period at a 
new high of 8,790 on 24 Sept. ahead of 
a holiday break. Average daily turn- 
over was also a record NT$52.7b 
(US$1.82b). Cathay Construction 
gained NT$23 to NT$183, a 14.4% in- 
crease. General China Plastics also im- 
proved 14%, rising NT$11.50 to 
NT$91.50. 


BOMBAY: investors returned to the 
ring in strength as the market rallied 
along a broad front. The BSE index 
touched a peak of 646.82 as volume 
jumped to a daily average of about Rs 
650m (USS$45.14m). Voltas, a joint 
promoter of the just approved d 
Cola project, rose Rs 22.50 to Rs 395 
Hoechst gained Rs 60 to Rs 570 and 
Bajaj Auto Rs 14.75 to Rs 308.50. 


NEW YORK: The market remain- 
ed lacklustre and without direction, 
partlv due to renewed concerns about 
interest rates. The Dow Jones Industri- 
al Average traded in a narrow nine- 
point band to close at 2,085.17 for the 
period. Volume was 681.81m shares. 
The Morgan Stanley International 
Capital Index closed down three points 
at 438.6 on 23 Sept. 
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From the right vantage point, your vistas extend 
fo even distant markets. Let's look them over together. 


The deeper your insights into a country 
nd its economy, the better your prospects 
international business. Take intelligence 
noptimum modes of paymentand methods 
f financing, for instance. To support your 
reign commitment successfully, your 
ank partner must be able to provide such 
formation firsthand. 

Thats why DG BANK has steadily 
xpanded its international network of 
ranches and subsidiaries in major finan- 
al centers. In addition, we maintain corre- 
3ondentrelations with some 3,000 banks 
oridwide. As a member of the UNICO 
anking Group, DG BANK cooperates 


closely with six large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange coverto Euroloans, from 
export financing to bond issues, from 
investment counselling to assistance in 
entering new markets. Whatever your 
needs, our fast-action policy ensures that 
you rapidly get together with the right 
people and lose notime in analyzing all the 
risks and opportunities. 

Our presence in the Far East: 
DG BANK Hong Kong Branch, Hong Kong; 
DG CAPITAL Company Ltd, Hong Kong; 
DG BANK Singapore Branch, Singapore; 


DG BANK 





DG BANK - GZB (Asia) Ltd, Singapore; 
DG SECURITIES TokyoBranchofDGBANK, 
Tokyo; DG BANK Tokyo Representative. : 
Office, Tokyo; European-Asian Trade Ser-- 
vice Company Ltd, Tokyo; Rakyat First 
Merchant Bankers Berhad, Kuala Lumpur. 
Further offices in: New York, Los Ange- 
les, Atlanta, Rio de Janeiro, London, 
Luxembourg, Zurich, Geneva, Budapest. 
Head Office: DG BANK Frankfurt, PO. 
Box 1006 51, D-6000 Frankfurt am Main 1, — 
Telephone: (69) 7447-01, Telex: 412291, © 
Telefax: (69) 74 47-1685/1688. 


The broadly based Bank. 
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TO DEVELOP AND PRODUCE - 





THE COMMUNICATIONS SYSTEMS YOU NEED. — 





FROM ONE COMPANY. 





When you're looking at communications systems and l Alcatel is one of the only international compar 
. their capabilities, remember, big is beautiful. _ capable of harnessing today's technology with tomorro 
And that's why you can't afford to ignore Alcatel. — — communications in mind. — 

















Our vniquely wide range of existing products has From Public Network Systems to Transmission, Business 


en us the diversity of skills needed to develop equipment Systems, Cables and Outside Line Plant, there’s no way 
t will: meet your needs, well into the next century. you can choose a better business partner. 





Alcatel ny, World Trade Center, oe 537 1077 XX Amsterdam, The Netherton, 


















Hone 


for Business Travelers 


For years we are noted not only for our 
high occupancy rate, but also our 
unsurpassed service, cosy atmosphere 
and fresh, delicious foods. 

Catering to business travelers’ varied 
needs is no simple job, but we at Brother 
Hotel are doing our best to meet the 


challenge, and with considerable success. 
Our special attention to detail is unrivaled. 


Not a tiny hair is to be found on the 
carpet or bedspread, for example. Nor a 
speck of dirt in the bathroom. 

Many other pleasant surprises are for 

you to experience at Brother Hotel, home 
for the business travelers. 

x Conveniently located in the heart of 
Taipei's business and shopping 

district, Brother Hotel boasts 304 rooms, 

6 restaurants. It's a winner of the coveted 
'Five Plums Award', top honor for the best 
hotels in Taiwan. 


R A 9.44 
BROTHER HOTEL 
255 NANKING EAST ROAD. SEC.3 TAIPEI, 
TAIWAN. REP. OF CHINA 
TELEX/25977 28930 BROHOTEL 
FAX/(02)717-3334 717-5657 
TEL/(02)712-3456 





*Look after this 
planet, it's the only 
one we have? 


A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they’re only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health ofour 
planet itis the only one we have. 


Write for further information to 
WWF International, CH-1196 
Gland, Switzerland. 


World Wide Fund For Nature 

















Profit up 7796 

Earnings per ordinary share up 3696 
Dividend per ordinary share up 4096 
Operations 

Hong Kong: retailing, manufacturing, trading and Maxim's performing well 
Australia: excellent results from Franklins 

UK: Kwik Save interim profit to 28th February 1988 up 9.996 

Taiwan: seven supermarkets now open 


"The outlook for the remainder of the year is encouraging, with good 
prospects for growth in the Company's principal activities. " 


SIMON KESWICK, Chairman 
Hong Kong, 21st September 1988 


HALF-~YEAR RESULTS 
unaudited) 

Six Months Ended 
30th June 


| 

i 

| 

= HK$ million HK$ million 
| Sales 5,0 






















Year Ended 
31st December: 












































— 1988 1987 1987 LRL | - 
HE million - c] a 

| 7,644 6,028 12780 | | 

l m * 

| Profit before taxation 420 237 652 — | | 

| Taxation — Hong Kong (38) (31) (63) E 
i — Elsewhere (78) (34) (132) - | | : 

| Profit after taxation 304 172 457 | E 

| Minority interests 1 — n E : 

Profit after taxation and | | 

| minority interests 305 172 456 — | n 
| Extraordinary items -— — 164 | | 
ux m - | 

| Profit attributable to shareholders 305 172 620 | | 

| Preference dividends (53) = Ba | | 

| Profit attributable to | 

| ordinary shareholders 252 172 584 | 

| Ordinary dividends (91) (65) Q2) | 

| Earnings per ordinary share 1 9.4¢ 14.3€ 3366 | 

l Dividend per ordinary share 7.0€ 5.0¢ 


17.0¢ 





Dairy Farm International Holdings Ltd 
Incorporated in Bermuda with limited liability 


um 


T ::d3rd Floor, Windsor House, Causeway Bay, Hong Kong 
: Telephone: 5-8376483 Telex: 73642 DFARM HX Facsimile: 5-769734 


[S9 A member of the Jardine Matheson Group 











“Now you can get a wealth of 
valuable information about Asia’s | 
MM stockmarkets for only US$15.00@ 


Now for a limited time you can sample a single issue of Asian Markets Monitor for the low low 

price of US$15.00, including airmail postage and packaging. 

a akn .| Asian Markets Monitor is usually available only by subscription. But because we are so confident 

‘a short-term glow that once you've read one issue and experienced for yourself why AMM is so highly regarded by 
ux individual and institutional investors alike that you will want to become a regular subscriber we 

are making it possible for you to receive a single value packed issue. Let's take a look at every- 

thing you'll get in each issue of AMM. 

Concise Coverage of Asia's Stockmarkets 

Each weekly issue of AMM contains concise, comprehensive coverage and analysis of Asia's 

fast paced stockmarkets. The kind you need to help you assess your current portfolio and to plan 

your future moves. 


AMM Can Help Eliminate Uncertainty 
While AMM can't guarantee you success and profit, it can help you to eliminate some of the un- 
certainty you might otherwise experience. In short, you will be better prepared by being better 
informed to make investment decisions now and in the future. It is always recommended how- 
ever before investing that you seek professional advice. 























- A Heritage Second To None 
Each issue of AMM — Eg — AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of Review Pub- 
contains... | lishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recog- 


nized authority on the regions’ political, economic and financial affairs. Our Company's consider- 

able experience goes into making AMM an authoritative source of market information. 

A Wise Investment 

With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good 

restaurant, AMM could weil prove to be the least expensive investment you make this year. It 

might also prove to be the one of the wisest. Read what this report has to say before you make 
your next investment decision. 

eH of the results of | 

sonar ad | Unqualified Money Back Guarantee 

medium sized companies If for any reason after you've received AMM you wish to cancel your order you may do so at any 

€ Informed analysis and time and receive a full refund of the unused portion of your payment. 

Opinion and much, much ; 

Order now while you're thinking about it and begin receiving the kind of information you want and 

need about the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND 

KOREAN stockmarkets. 


To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., 
GPO Box 160, Hong Kong. 
L3 Yes! Please enter my order to Asian Markets Monitor immediately so that | can begin to benefit 
from the investment intelligence | will receive each week. | prefer 
C 1 issue — US$15.00 
Ci 26 issues — US$327.00/£198/HK$2,550 
Ci 52 issues — U5$599.00/£363/HK$4,670 


* Highlights of market trends 














SPECIAL 
SAMPLE ISSUE 


OFFER 


@ Although AMM is sold 
only on subscription 
now you can sample a 
single issue by sending 








i 
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| You may forward payment in equivalent fecal currency 
© tenclose__________ in payment thereof (cheque payable to Review Publishing Company Ltd.) 
[ Or, please charpa niy credit card ree 

I pissy 

L| 

i 

L 

5 

i 


US$15.00 along with the 
completed coupon. 

@ Discover for yourself just 
how great the dividends 
can be from being a 
regular subscriber to 
AMM. 


Express [3 DinersClub (2 MasterCard © Visa 


i 

i 

i 

l 

L| 

i 

Card N: i 
io. Exp. Date s i 
i 
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L| 
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sud 





{please print in block letters) 
Name Sig. 
Address 








Tel. 





Type of Business 
Title F1006AMM 




















LE E REDE or a NUUS DUNG ee ee iù; f) 
Review Publishing Co. Ltd. publisher of The Far Eastem Economic Review. 





CLASSIFIED ADVERTISEMENTS 








APPOINTMENT 
NOTICE 





Commonwealth 
Hospitality Ltd. 





Warren B. Adamson, C.A. 


Michael J. Beckley, Presi- 
nt and Chief Operating Offi- 
of Commonwealth Hospi- 
lity Ltd., is pleased to an- 
unce the appointment of 
arren B. Adamson as Vice 
'esident, Development. 
Prior to joining Common- 
ealth, Mr. Adamson held a 
nilar position with another 
ajor hotel chain. Mr. Adam- 
n has also consulted to 
inada's tourism and hospi- 
lity industry for 18 years. He 
Chairman of the Taxation 
»mmittee of the Tourism In- 
istry Association of Canada 
id a member of the Executive 
mmittee of the Board of Di- 
ctors. 
Commonwealth Hospitality 
d. is the largest hospitality 
anagement company in 
inada. As a wholly-owned 
bsidiary of Scott’s Hospital- 
' Inc., it operates more than 
hotels in Canada under 
inchises granted by Holiday 
ns, Inc. and The Radisson 
Xtel Corporation. 


his space is reserved for 
Classified 
Advertisements 





eservations should be addressed to: 


International Classified Manager 
r Eastern Economic Review 15th Floor. 
80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 
Telex: 62497 REVAD HX 


PERSONAL 


PROPERTY 








THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 











NOTICE 





COPYRIGHT 
REPRINTS 


The combined efforts of the Far East- 
ern Economic Review's large and 
highly skilled editorial team have made 
it the premier source of information for 
those who do business, or have an in- 
terest, in or with Asia. 


As a testimony to the publication's 
editorial quality, many Review articles 
have, over the years, been reprinted in 
newspapers, magazines, educational 
textbooks, newsletters etc throughout 
the world. 


Should you as an editor, publisher or 
on behalf of an organisation, educa- 
tional establishment etc wish to en- 
quire about our reprint and copyright 
charges, please address vour corres- 
pondence to: 


Managing Director 
Review Publishing Company Limited 
GPO Box 160, Hong Kong 
Tel: 5-293123 Fax: 5-8656197 
Telex: 82804 REVMD HX 


We welcome enquiries from all in- 
terested parties and assure you of our 
prompt, individual attention. 





Readers 
are 
recommended 


to make appropriate en- 
quiries and take appropriate 
advice before sending any 
money, incurring any ex- 
pense or entering into a bind- 
ing commitment in relation to 
an advertisement. The Far 
Eastern Economic Review 
shall not be liable to any per- 
son for loss or damage incurr- 
ed or suffered as a result of 
his/her accepting or offering 
to accept an invitation con- 
tained in any advertisement 
published in the Review. 





FEAMPTONS 
COMING TO LONDON? 


We are one of London’s leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 
6 Arlington Street, London SW1A 1RB 


01-493 8222 


Telex: 25341 Fax 01-491 3541 











NEW YORK INVESTMENT 
Rare Commercial Townhouse 


Wide five-Story Building. Finest Manhattan Location 
between 5th and Madison Avenues. Zoned Commercial or 
Commercial/Residential. US$5-Million. 


For Information: 


Marie O’Connor (212) 877-1894 (Residence) 
Dorothy Langan (212) 534-3886 (Residence) 


CROSS & BROWN RESIDENTIALS, INC. 
(212) 472-9300 Telephone 
(212) 879-9272 FAX 








BUSINESS OPPORTUNITIES 


BRISBANE, AUSTRALIA 


18 hole licensed Golf and Country Club for sale. 
Fully operational including all plant and 
machinery plus 20 acres of absolute Brisbane 
River frontage adjacent with proposal for 
200 units. Sale also includes 10 acres on course 
with proposal for 100 units. 

AUS$4 million. 

30 minutes to city centre. 

60 minutes to Gold Coast. 
ENQUIRIES IN WRITING TO: 

The Manager, 

PO Box 902, Fortitude Valley, Old, Australia. 4006. 


















Do you want to reach 200,000 middle and top 
level executives? 


For only US$328 you can in this space next week 


— but hurry! 


International Classified Manager 
Hong Kong (5) 293123, 
Telex 62497 REVAD HX Fax: (5) 8656197. 











LETTER FROM TOKYO 














H e answers the door. He is wearing a 
suit but his feet are bare. Then, the 
blustery, former Nissan quality control 
inspector makes a beeline towards his 
tiny office crammed with documents 
and boxes of broken car parts, stubs his 
toe on a table and curses a wheezing air 
conditioner. 

Under a greasy distributor cap there 
is a short stack of yellowing, loose-leaf 
papers and dog-eared files. 

It is evidence, he says, of Japan's 
best-kept secret: lemon cars. 

Japan has them, too — scores of 
them, he says, shuddering in mock out- 
rage. Keeping track of them is his pass- 
ion. 

Meet Fumio Matsuda, 
answer to Ralph Nader. 

“It’s generally said that Japanese 
cars are of superior quality but this is to- 
tally incorrect,” says Matsuda, an in- 
tensely “aha voice in Japan’s 
scrappy, fledgling consumer movement. 
“Each car has its potential defects. And 
what is wrong with Japanese manufac- 
turers is that they are trying to hide this 
inherent weakness. When accidents 
happen due to mechanical failure, they 
try to hide it from the public.” 

Each weekend and every evening for 
the past 18 years, the 62-year-old eccen- 
tric and his 25-man, anonymous volun- 
teer army — the Japan Automotive 
Consumers Union (JACU) — have 
been waging a vigilant war against 
Japan’s car makers. By day, most of the 
JACU's members work for the same car 
companies they investigate at night. 

Like Nader — whom Matsuda met 
shortly after forming the group — Mat- 
suda does not believe the government 
or the companies will solve problems 
unless they are pressured. 

Matsuda says Japan's celebrated ties 
between company bosses and govern- 
ment leaders may work to 
hold down costs — but they 
do little to promote con- 
sumer safety. Matsuda’s 
aim: to prod government 
leaders into creating safety 
and construction standards 
for Japanese cars. 

Since 1979, Matsuda 
claims, his group has pres- 
sured Japanese car makers 
to recall 8 million cars — 
80% of the total number 
ever recalled in Japan. And 
now, with imports of foreign 
vehicles on the rise, Mat- 
suda’s once-shunned con- 
sumerism is finding an audi- 
ence among Japan's yen- 
loaded, ^ quality-conscious 
middle class. 

From Hokkaido to Hiro- 
shima, people send him jars 
containing transmission fluid 
peppered with metal shav- 


Japan's 








ings, as well as faulty wiring and flawed 
auto parts. 

With the help of several Tokyo- 
based lawyers working for nominal fees, 
the group has filed 10 law suits in the 
past year against a variety of car makers 
for faults ranging from rust corrosion to 
the problem of unintended acceleration. 

Later this year, Matsuda plans to 
publish a book about Japanese and 
European car defects, which he says will 
deal with “problems that David Hal- 
berstam's book, The Reckoning, failed 
to mention." Matsuda's book is based 
mostly on material from his own files, 
and there is plenty of it: on average, the 
group receives 300 letters a month, 
mostly from irate owners of Nissan, 
Honda, Toyota and Mazda cars. 

The volume of his mail comes as no 
surprise to Matsuda. He set up his non- 
profit, dues-supported group in April 
1970, after quitting Nissan because his 
superiors, he says, ignored his findings 
of faulty parts, inferior materials and 
unsafe designs. 


&& M y criticism was not so easily ac- 
cepted by my boss, making it 

very difficult for me to demonstrate 
what was needed to be done to maintain 
and improve the quality of the cars," 
Matsuda says. "They told me these 
changes would cost money. I felt very 
ignored by the people around me in the 
company. I saw that it was better to be 
outside the company rather than inside." 
Matsuda's bunker, a rectangular, 
second-floor cranny deep in the heart of 
the working class Ebisu neighbourhood 
in central Tokyo, is the group's central 
office. There are three other Tokyo 
area "research" offices — where more 
copies of internal company documents 
and engineering blueprints are kept. 
Seven other smaller offices, donated by 















staff volunteers, are scattered about 
neighbouring prefectures. 

An essential part of the group's effec- 
tiveness has been Matsuda's network of 
contacts inside the car industry — deal- 
ers, service engineers, warranty offi- 
cers. The group, whose members' iden- 
tities are scrupulously protected, also 
includes professors at five universities 
who work for Matsuda regularly without 
pay, doing research, testing cars and 
writing articles for his monthly magazine. 

His informants provide Matsuda 
with lists of defects kept by car com- 
panies and given to dealers, who then 
make repairs without notifying the pub- 
lic of potential problems. 

Unlike the few other consumer 
groups in Japan, Matsuda's crusaders- 
by-night not only point out defects, 
They also attempt to use their combined 
engineering expertise to explain causes 
and get the government to issue general 
warnings. 

It was a detailed engineering analysis 
prepared by Matsuda's group, for 
example, that helped spur Transport 
Ministry officials to investigate hun- 
dreds of Japanese-made cars and im- 
ported Audis for unintended accelera- 
tion — a phenomenon currently puzzl- 
ing US engineers. 

Matsuda also has been making re- 
peated accusations that Suzuki Samurai 
Jeeps are especially dangerous to drive 








Matsuda af his bunker: Japan's Ralph Nader. 


MARCIA STEPANEK 


in the US because they are 
being sold there with a larger 
engine horsepower than 
the vehicle is designed to 
accommodate safely, given 
its high centre of gravity and 
thin tyres. While Suzuki 
has remained silent about 
the charges, a Transport 


Ministry investigation is 
pending. 
Matsuda says creating 


safety standards here might 
raise production costs for 
car makers. But he believes 
passionately that safety 
should be à high priority 
for the world's car makers. 
"And in Japan, at least, 
where production costs 
are relatively low," Mat- 
suda says, "this should not 
be a great burden on the 
companies." 
— Marcia Stepanek 
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The more famous you become 


te. 


the less you need to attract attention. 








ologies ha ids farflung 
panies in one 
vr facili- 


dia as our business 
becomes r more integrat- 


wa ank has set out to pro- 
e universal il banking services 


Wholesale and retail banking; 

Underwriting, dealing, and trading in 
major capital markets; 

Leasing, mergers and acquisitions, and 
venture capital; 

Project and trade finance; 

Asset management and investment advi- _ 


_ SOry services; 


Consumer credit, electronic banking, 
and cash management; 

And advanced, value-added information 
services, among others. 


How these multimarket capabilities 
help our customers today 

With these combined resources and 
multimarket capabilities, the Sanwa Bank 
is now better positioned than ever to help 
with your financing needs. 

We can uncover opportunities that you 
may never have realized before. 

We can engineer services that you may 
never have thought to use before. 

With the result that you may be able to 
meet your business goals faster, more 
smoothly, more completely. 

And achieve greater growth than you 
ever thought possible in today's shrinking, 
interdependent markets. 





Admiral's Cup. Named after the famous Champagne Mumm Admiral's Cup series with the approval of the Royal Ocean Racing Club, London 











Men and women of distinction always have something rare in 
common, like a Corum watch on their wrists. For instance the 
luxury Admirals Cup model in solid gold, with enamelled 
nautical pennants marking the hours. Admiral's Cup, quartz, 





water-resistant. Also steel and gold and in ladies’ versions. 1 =, a A 
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Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kanda- 
Matsunaga-Cho, Chiyoda-K u, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 Kuala Lumpur 
Plaza, Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998. 

Corum, 2300 La Chaux-de-Fonds, Switzerland 
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Every day Concorde does what we de- 
signed it to do — fly passengers at twice the speed 
of sound across the North Atlantic. 

It removes time and distance barriers to 
international trade and opens up more oppor- 
tunities to more companies in more nations. 

So does our 125, the world's best selling 
mid-size business jet. 

By flying its passengers directly where and 
when they want to go, it saves time and money 
and stimulates trade. 

Further proof that we anticipate and build 


JUST TWO OF 


—————— lii... — — —- 


OUR PRODUCTS... 


for the needs of the future. 

Just like the Harrier the world’s first 
and still the only operational vertical take-off 
and landing aircraft; Rapier battle proven low- 
level air defense system; 146 the world’s 
acknowledged quietest jetliner, and many 
others. 

British Aerospace today designs and builds 
more types of aircraft, defense and space systems 
and has more collaborative agreements with 
more countries than any other Company in 
the world. 


British Aerospace is an unsubsidised stockholder company with publicly traded shares, 


BRITISH AEROSPACE 


British Aerospace Inc. P.O: Box 17414 
Washington Dulles International Airport, Washington, D.C. 20041 (703) 478-9420 


The ultimate in business travel: supersonic Concorde and the 125 business jet. Concorde has now carried over 2 million passengers and the 125 has achieved its 700th sale 
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Go for the Gold! 


of the Games faster and 
more efficiently than ever 
before. 

We're an 
international 
winner in the 
field of elec- 
tronics, put- 


Goldstar knows how to win. 
Our team has met the chal- 
lenge of the 
'88 Seoul 
Olympics, 
supplying 
highly- 
sophisticated 








electronic ting our 
communica- Success 
tions equip- to work 
ment to for you. 
capture all 

the excitement 





14" color portable TV with remote control 


Join the winning team. 
Go for the Gold! 


KA GoldStar 


The brightest star in electronics. 





Goldstar Co., Ltd.: Yoido P.O. Box 335 Seoul, Korea Tel: (02) 787-3586 Singapore Office: 
8Shenton Way 439-04, Treasury Bldg., Singapore 0106 Tel: 225-3166 Hong Kong Office: 
Rm 705/706 7F Gloucester Tower, Landmark Central Tel: 5-242040 














A NEW STANDARD FOR BUSINESS 
TRAVELLERS IN THE LAND 
OF THE RISING SUN. NAGOYA. 


Superior service unfolds in the heart of 
Nagoya. 

The exclusive Nagoya Hilton Inter- 
national opens its doors on March 1, 1989, 
in the centre of the city's business and 
entertainment district. 

With 437 exquisitely appointed rooms 
and suites as well as two Executive Floors 
tO cater to your most discerning tastes. 

There's also an Executive Business 
Centre with outstanding business facilities 
as well as a complete Fitness Centre for a 
relaxing workout after a busy day. 

Focusing on you. Nagoya Hilton 
International. 


For reservations, call your travel 
agent, any Hilton International botel or 
Hilton Reservation Service. 





NAGOYA 


HILTON INTERNATIONAL 











Obedience tests 


The review of the book Unlikely 
Liberators [7 July] referred to the US 
Senate bill to provide compensation to 
surviving Japanese-Americans who 
were thrown into racial concentration 
camps during World War II. I support 
this as wholeheartedly as I opposed the 
original crime against the American 
Nisei (children of Japanese immigrants 
born in the US or elsewhere) and their 
elders. 

This long overdue action having 
been taken, I now feel free to set forth 
some unpublished views which I have 
hitherto deliberately refrained from 
writing to avoid contributing any more 
hurt. I am convinced from evidence 
rather than instinct, and certainly not 
from prejudice, that if the Imperial Ja- 
panese Army had gained beach-heads in 
Hawaii or on any other US soil, all the 
Japanese within their area of control, 


Nisei as well as their parents, would 
have helped the Japanese. 

Every Japanese survivor of the era 
who reads this will vehemently deny it. 
My reply is that in 1941 they did not 
know themselves as well as others came 
to know them. Like it or not, Japanese 
at home or abroad during the war had 
no minds of their own regarding inter- 
national politics other than a blind 
loyalty to the emperor. 

On the day of Pearl Harbour, there 
were hundreds of American Nisei in 
Japan, studying, visiting relatives, sight- 
seeing. On that same day, the total 
number of other non-diplomatic Ameri- 
cans in all Japan might have been as few 
as 50. When war was declared the civi- 
lian police instantly began rounding up 
the non-Nisei. Except for women and 
one or two infirm old people, all non- 
Nisei Americans went to concentration 
camps or to solitary confinement and 
eventual trial at Sugamo Prison. 

All this time not one Nisei was even 
interrogated, and not one stepped for- 
ward and told the police: “I am a native- 
born American citizen and want to be 
treated like one.” Instead, the Nisei 
joined the Japanese armed forces as re- 
quired. Nisei ran the Japanese prop- 
aganda effort against the US. The for- 
eign office’s English-language daily, 
Japan Times-Advertiser, was mainly 
written and edited by Nisei. Other Nisei 
acted as the interpreters and willing col- 
laborators of the Kempeitai when that 
dreaded bunch invited me and other im- 
prisoned correspondents to a gala steak 
and beer luncheon at the Sanno Hotel 
and then beat us up for refusing to sub- 
mit collaborationist articles to them. 

The only American Nisei known 
to me to have been indicted and 
punished for what uncounted numbers 
of them did was the luckless Iva Toguri, 
or ‘Tokyo Rose.’ And she may have 
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Imagine a land that knows no boundaries. 


n morning and the shadows 
sweep for miles. Night is gently 
lifted from the land. Mountain 
peaks come alive, and the earth is 
quilted with gold. In a place like 
this, anything is possible. 

Look into our land and discover us. 
We are strong. 

We are free. 


We are Alberta. 


Alberta, stremg and free. 
* Canada 


Alberta House, Room 1003 - 1004, 10 Floor, Tower Admiralty Centre, 
18 Harcourt Road, Central, Hong Kong, Telephone: (011) 85-25-284-745 
Telex::802-61961, Telefax: (011) 81-25-298-115 
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Showrooms & Service Centres: Hong Kong: Shop 15A&B, The Landmark, Queen's Road, Central - 
tel. 5-222339, Shop BL5A Peninsula Hotel, KOWLOON - tel. 3-3111122 & 3-3113988. Singapore: 581 Orchard 
Road, Hotel Hilton International Singapore - tel. 7328055 - 333, Orchard Road, Mandarin Hotel Shopping Arcade, 
Singapore 0923 - tel. 2350521. Thailand: BANGKOK 10500, JP Inter Gems Co.Ltd.1009-1011 Silom Road - 
tel. 234-2507. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, Shoemart Bldg - 
tel. 882962. Malaysia: KUALA LUMPUR, 50250, Lot 5B UBN Tower, Shangrila Shopping Arcade, 10 Jalan 
P. Ramlee - tel. 03-2387078. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza. 
Jalan Raya, - tel. 711998. Japan: TOKYO, Heiwado & CO, No 8, 1-Chome, Higashi-Azabu. Minato-Ku - 
tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd, 2201. Taiwan: TAIPEI, 
Hoover Watch Co. Ltd., Fl 1-1 No 70, Si Ning South Road - tel. 3815544. Australia: SYDNEY N.S.W. 2000, Piaget 
Australia Pty Ltd., Level 9, Barrack Street No 10 - tel. 02-2623244. For information in South Korea: 
YONGSANKU-SEOUL, Euro Fashion CO LTD, - tel. 798-9521-5. 
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been railroaded, for she believed her- 
self to be legally Italian and no longer 
American when she began her famous 
broadcasts for Radio Tokyo. 

The entire Japanese failing came 
from their fanatical loyalty and unques- 
tioning dedication to any authority 
standing over them. 

In Hawaii, the constituted authority 
ordered the Nisei to report to the army, 
to go to the Mediterranean theatre and 
to fight like hell. They did! In Califor- 
nia, the authority ordered the Nisei to 
report to Tanforan Racecourse to be 
imprisoned. And they did! In Japan on 7 
December, the authorities told the Nisei 
to fight for the divine emperor of all Ja- 
panese. And they did! And when Gen. 
MacArthur, the only visible authority, 
called them to the reconstruct Japan in 
America's image, they obeyed. The 
same group; four different authorities; 
four different results. 

The crime of the US Government's 
War Relocation Office was in imprison- 
ing the Japanese long after there was 
any possibility of a Japanese landing on 
US soil. My interviews with relocation 
directors suggested that they were not 
mere dutiful bureaucrats but nasty red- 
neck types whose hatred went undis- 
guised. And they made their prisoners 
suffer for crimes they might have com- 
mitted if the course of the war had been 
different. What is more these anti-con- 
stitutional jailers were at least passive 
conspirators with the rich white Califor- 
nia farmers who stole the painfully de- 
veloped lands of the prisoners. 

The intended US$20,000 award per 
victim should wrap up the case except 
for a lesson to be learned equally by 
everyone everywhere. Future legis- 
lators should not become irrational 
through the hatred of the day. And 
those nationalistic fanatics who stuff 
young minds with an obligation for blind 
obedience should be put out of business. 
Davao del Sur Tom Crichton 


‘No entry’ signs 


The comments of Masayo Shima in Mel- 
bourne [LETTERS, 1 Sept.] calling for 
"Japanese to be more concerned with 
racism both in Japan and abroad" are to 
be applauded. 

However, the comparison between 
the degree of racism practised institu- 
tionally in Japan with racial problems in 
Australia is tortuous. The fact that Aus- 
tralia has accepted more than 100,000 
Southeast Asian refugees, while Japan, 
despite being one of the richest coun- 


| tries in the world, has allowed only 


some 500 into the country, provides a 
stark contrast. In addition, Japan has no 
programme to allow any immigrants 
into the country. 

Worse, the Japanese Government 
has forbidden Japanese shipping com- 
panies from picking up drifting boat 
people. This has resulted in a minuscule 
number of boat people being landed by 
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The New JAL: 


More than ever 
a guaranteed pleasure. 


As highly trained and 
dedicated professionals 
we will confidently do our utmost to make 
any flight with us as enjoyable as possible. 
As the world’s number one IATA airline we 
will maintain the highest standards of 
service as befits our leadership position. 

As a renewed and recently privatized 
corporation we will demonstrate even 
greater competitive spirit and enthusiasm 

to meet your needs. 
N > Y As Japan's international airline we 
r = are bound by our own unique 


corporate sense of honor to fulfil 


these promises. 


JAPAN AIR LINES 


avel JAL and E J A L World Hotel Selections Plan': 











A New York Home 
At Trump Parc: 
The Corporate View. 


Top foreign executives based in New York have quickly discerned the many 
advantages of a corporate home at Trump Parc. The uniquely accessible location 
A and provides the most spectacular views 
in Manhattan. Shown here is the view from the “A” residence, overlooking the 
Park. There are 3V, baths, an eat-in kitchen and a complete roster of exceptional 
Trump Pare services” that further enhance 
the daily quality of life for the busy 
executive abroad. If your company is 
considering a New York corporate 
residence, Trump Parc is a serious 
and impeccable choice from 
every standpoint. 


IMMEDIATE OCCUPANCY 


A very few choice residences are available. Some rentals are currently available of already purchased 
residences. By appointment only please, 212-247-7000. Trump Pare Condominium Sales Office, 
106 Central Park South, New York, New York 10019. Trump Parc homes presently priced from 
$198,000 to over $4,000,000. Telex 9102406308. Fax 212-957-9260. 


*Maidand Valst Service and on-premises gicage are aviilableat ax additional cost 


This does not constitute an offering. The complete offering terms are in an offering plan available from the sponsor. A 
Not an offering to N.J. residents or where prohibited by law. Sane 
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A quiet aduecement. 


For such a superbly equipped hotel, Hong Kong’s 700 
room New World keeps its achievements refreshingly quiet. 

It's rather surprising, given our location next door to 
a major shopping centre in the heart of Kowloon's 
business area. OR HO 
And even more so, given our enviable reputation for NEW W LD TEL 

? ` ^ A New World of Hospitality 
service and value. Our fine restaurants and bars, disco, 72 Sdsbu Rad iaaa Keen, Hide 
NN F ae y 5 h z! 5 ‘ong. 

sauna and gym. Plus the privileges and privacy afforded Telephone: 3-694111 Telex: 35860 NWHTL HX Fax: 3-699387 
by our exclusive two floor Dynasty Club for executives. 





New World Hotels International 








WORLDWIDE SINGAPORE MALAYSIA THAILAND PHILIPPINES 
Utell International Reliance Travel Reliance Shipping & Travel Roongsarp Travel Uni-Orient Travel 
Tel: 5322222 Tel: 2480055 Tel: 2240039 Tel: 47-20-71 


Telex: RS 20437 Telex: RSTM MA31264 Telex: 81001 RONGSAP TH Telex: 27205 ORIENT PH 

















Japanese vessels. This illustrates a chill- 
ing coldheartedness. 

The truth is that “white” Australia 
has become, as the US and Canada 
have, a major refuge for Asians from all 
Asian countries, while Japan has turned 
its back on fellow Asians. 

This discrimination is dismissed by 
the predominating apathetic philosophy 
of shigatanai (it can’t be helped). On the 
international level, the continuing racist 
remarks directed at US minorities by 
top Japanese leaders are attracting 
worldwide attention. 

Perhaps when Shima returns to 
Japan he will become involved in moves 
to eradicate the Japanese apartheid-like 
pass and fingerprinting laws, the elimi- 
nation of which would be a significant 
first step in abolishing institutional Ja- 
panese racism. 


Tokyo John Brinz 


Shadowy paymaster 


The objections of Kennedy Gammage 
[LETTERS, 15 Sept.] to correspondent 
Rodney Tasker’s description of China 
as one of the main backers of the Khmer 
Rouge, instead of China being the pri- 
mary sponsor, ignores the role of the 
Central Intelligency Agency (CIA) in 
funnelling weapons and other material 
to the Khmer Rouge. 

Operating under the aphorism “the 
enemy of my enemy is my friend,” the 
CIA has used communist-bloc weapons 
to supply the Khmer Rouge in much the 
same way it has used similar weapons to 
support the anti-communist guerillas in 
Afghanistan: sourcing in both instances 
it is hoped will be obscured. The Stinger 
surface-to-air missiles supplied to the 
mujahideen were an obvious excep- 
tion. 

Gammage might more appropriately 
question the role of the US intelligence 
agency in supporting what he refers to 
as the “genocidal Khmer Rouge” rather 
than criticising Tasker’s diplomatic use | 
of language. 

Tokyo 





Bob Humeniuk 


Flamboyant failings 


James Clad’s article on Sen. Leticia 
Shahani’s Moral Recovery Programme 
[REVIEW, 22 Sept.] mentions the 
Tagalog term kanya-kanya as meaning 
envy for or blaming someone else, 
which it isn’t. The term stands for selfish 
self-interest, or “to each his own.” 

We Filipinos sometimes think we are 
a unique people — perhaps because we 
are the only Christian country in Asia. | 
But as Clad points out, many of our 
traits are mirrored in other Asian 
societies. Perhaps it is only because we 
are a rather flamboyant people that our 
faults are magnified and our virtues 
sometimes overshadowed by the suc- 
cesses around us, which we sadly seem 
unable to emulate. 


Hongkong Marinella Mendoza 





13 OCTOBER 1988 e FAR EASTERN ECONOMIC REVIEW 





. Th: new HP Dez 


costs about 


the same as a 
dot matrix 


But the 








The right half of the headline was printed by a 
Hewlett-Packard DeskJet. The left half, by a 
24avire dot matrix printer.. 

Both sell for about the same price, but the DeskJet 
gives you laser quality (300 dpi). It is designed 
for your desktop, simple to operate, and quiet as 
a whisper. And it lets you mix and match a variety 
of typefaces, sizes and beautiful full-page graphics 
for professionaMooking business letters and 
spreadsheets. 

The DeskJet works with most popular PCs and 
software, prints up to a fast 240 cps in NLQ mode, 
and is dependable and reliable. 

Add exceptional value for money and the DeskJet 
is just what you'd expect from Hewlett-Packard, 
the company that brought you the world’s leading 
HP LaserJet and other leading personal 
peripherals. 

The new HP DeskJet. Ordinary 24-wire dot matrix 
printers simply pale by comparison. 
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For more information on the HP DeskJet, 
| please attach your name card and send to: | 


Hewlett-Packard Asia Ltd. | 
| Marcom Dept. G.P.O. Box 863 


Hong Kong 
| FEER BPAS008 | 


printer. 





UJ 








HEWLETT 
PACKARD 














bgp 





LL l 


(INI: 


i 


anm 






. Aremarkable corridor of 
opportunity is now opened up 
along the River Tees in the 
North East of England. A 
remarkable opportunity for 
industrialists, developers and 
investors to become part of 


development facilities at the 
forefront of technology 
Teesside - where Government 
financial assistance is the 
highest in Britain, where 
additional aid can be provided 
by Teesside Development 


. one of the most dynamic Corporation, where substantial 
. trading and manufacturing European Community funds 
communities in Europe. 


are being made available for 
renewal projects. 

Teesside - with superb 
countryside and coastline, 
-with a wide choice of attractive 
low-cost housing, with a 
civilised lifestyle that beats 
-the big cities. 

- Teesside - where companies 
from Japan, Korea, the USA, 
Germany Denmark, Holland, 
Norway and Hong Kong have 
established manufacturing 
and distribution operations. 


Teesside - largest of the 
new UK Urban Development 
Corporations, with nearly 50 
_ square kilometres of land for 
new factories, houses, offices 
.-. and leisure developments. 


Teesside - ideally placed on 
the North Sea coast between 
the South of England and 
Scotland, operating the UK's 
second largest port, providing 
a major gateway to Europe, 
Scandinavia and the world. 
With excellent road and rail 

-. links to all parts of the UK, and 

< an international airport. 


Teesside - an international 
centre of chemical and 
petrochemicals production, 
offshore oil technology, iron 
and steel manufacture, metals 
development, and engineering 
design and construction; a 

_ major focus of food and drinks 

- development and of the 

—. clothing industry. 

.. Teesside - with a labour force 
Skilled in manufacturing 
operations, with education and 

— training centres producing the 

.. technicians for today's 

-. industries, and research and 


To find out more contact: 


Paul Grosvenor, Northern 
Development Company, 
2803 Admiralty Centre, 
Tower 1, 18 Harcourt Road, 
Hong Kong. Tel: 5 8654011. 
Fax: 5 8613420. 








'... Where you have 
initiative, talent and ability, 
the money follows..: 


the Rt Hon Margaret Thatcher, Prime Minister, 


Teesside; 16 September 1967 Peter Watson, Marketing 


Director, Teesside Development 
Corporation, Tees House, 
Riverside Park, Middlesbrough, 
Cleveland, TS2 IRE UK. 

Tel: 642 230636. 

Fax: 642 230843. 
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Initiative Talent Ability 
Working with the Northern Development Company 
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T collapse of the Taipei stockmarket boom, set off by 
the government's decision to levy capital gains tax, is 
likely to wipe about US$30 billion off the capitalisation of 
what had become the world's third-largest stockmarket. 
The shakeout is unlikely to cause much damage to 
Taiwan's liquidity-soaked economy, or to the long-term 
; prospects for the market itself. However, the government's 
| backdown from its initial outline of the tax in the face of po- 
litical and social opposition has highlighted the problems 
the country faces in liberalising its antiquated financial sys- 
tem. Finance writer Jonathan Friedland surveys the fallout 


from the crash while Taipei correspondent Jonathan Moore examines the poli- 
tical forces that shaped the government's tax decision. 


Page 107. Cover illustration by Peter Mong. 





Page 14 

Malaysian Prime Minister Mahathir's 
political problems escalate with his 
former deputy finally crossing the 
floor in parliament. 


Page 15 

As ethnic violence engulfs Sindh and 
political instability pervades Pakistan, 
the Supreme Court rules in favour of 
party-based elections in November. 


Page 16 

China and the Soviet Union begin lay- 
ing the groundwork for a summit 
meeting next year after an under- 
standing on Cambodia is reached. 
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Page 18 

Burma's new military rulers crack 
down on demonstrators with sum- 
mary executions and torture. 


Page 24 

While agreement was reached on set- 
ting up a joint task force on flooding, 
Bangladesh President Ershad's visit 
to India brought no change on the 
major divisive issues between the two 
countries. 


Page 30 
The Vietnamese Government wres- 
tles with an economic crisis and a 


breakdown in communist party 
morale and discipline. 
Page 36 


Moscow and the mujahideen guerillas 
accuse the US of violating the Af- 
ghanistan peace accords, but Wash- 
ington believes the Soviet troop with- 
drawal will continue on schedule. 





Page 47 

Japan's booming manufacturing in- 
dustry is poised for one of its biggest 
programmes of investment in plant 
and equipment since the early 1970s 
— FOCUS: Industrial Japan. 


Page 84 

Tokyo begins studying the idea of a 
US-Japan free-trade zone in res- 
ponse to Washington's prompting 
but remains wary of straining links 
with Asian neighbours. 


Page 85 

The arms deal between Britain and 
Malaysia appears to be much bigger 
than first thought and involves wide- 
ranging counter-trade and bilateral- 
aid provisions. 


Page 86 

A dispute between Japan and In- 
donesia over output from their jointly 
owned aluminium smelter in Sumatra 
threatens to upset economic relations 
between the two nations. 


Page 88 

Jardine Matheson's continued re- 
liance on its core holdings in Hong- 
kong raises doubts about the group's 
strategy of diversifying abroad. 


Page 95 

Singapore company profit growth is 
likely to slow this year as the pace of 
economic expansion eases and in- 
terest rates begin to rise. 


Page 96 

Commodity price speculation and 
manipulation by state enterprises 
creates chaos in China's embryonic 
agricultural markets. 


Page 100 

China aims to commercialise its hi- 
tech research and development effort 
in a bid to boost hi-tech industry and 
reduce its heavy reliance on imports. 
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I Sultan Hamengkubuwono 


of Jogjakarta dies 
Sultan Hamengkubuwono IX, 
the sovereign ruler of In- 


= donesia's special territory of 


Jogjakarta, died of a heart at- 
tack on 2 October in the US, 


where he was undergoing 
periodic treatment for eye 
trouble. Hamengkubuwono, 


76, was regarded with great af- 
fection by all Indonesians for 
the crucial role he played in 
helping secure the country’s in- 
dependence from Dutch rule. 
After independence he served 
as defence minister until 1953 
and as vice-president under 
President Suharto from 1973- 
78. Hamengkubuwono es- 
poused modern democratic 
principles and either avoided or 
abolished some of the more 
feudalistic rituals of his office. 
— Michael Vatikiotis 


Lhasa riot anniversary 
heavily policed 

Lhasa was quiet but tense on 1 
October — the anniversary of 
last year’s riots — following a 
show of force by Chinese 
People’s Armed Police (PAP) 
units the previous evening. A 
convoy of 30 trucks of police- 
men arrived at the Jokhang 
temple at 11:30 p.m. and per- 
formed various manoeuvres in 
the square in front of the tem- 
ple, remaining overnight and 
the following two days. The 
temple and shops in the area 
were closed, but pilgrims and 
foreign tourists continued to 
visit the area. 

Three days earlier, eight 
Buddhist monks began circling 
the temple area carrying a large 
portrait of the Dalai Lama and 
chanting but dispersed after 
warnings that a PAP group was 
approaching. However, one 
youth was detained after a sub- 
sequent confrontation between 
a crowd and police. 

— Robert Delfs 


Japan calls on Burma to 
find peaceful solution 
The Japanese Foreign Ministry 
has issued its first formal state- 
ment on Burma under armed 
forces commander Saw 
Maung. calling on the military 
regime to find a peaceful solu- 
tion to the country's political 
disorder. A message conveyed 
to the Burmese Foreign Minis- 
try by the Japanese Ambas- 
sador in Rangoon, Hiroshi 
Otaka, urged the authorities to 


seek a democratic settlement 
to the troubles. Japanese aid 
has been halted because the 
government in Tokyo does not 
recognise the new regime, 
though a partial repayment by 
Burma of outstanding debts 
was made on 20 August. 

— Nigel Holloway 


Thai coup leader 

returns from exile 

Manoon Roopkachorn, who 
was stripped of his army col- 
onel's rank after leading an 
abortive coup against the Thai 
government of Prem Tin- 
sulanond in September 1985, 
was given à rousing welcome 
on his return to Bangkok from 
his West German exile on 1 Oc- 
tober. He was among coup 





A 


EN 
A 
Manoon: cheered. 














leaders recently given amnesty | 
by the new government of 


Prime Minister Chatichai 
Choonhavan. The coup at- 
tempt led to the deaths of two 
government troops, à woman 


and two foreign newsmen. Ma- | 


noon, who intends to apply to 
rejoin government service, was 
planning to call on Chatichai. 

— Rodney Tasker 


Taiwan tightens rules on 

foreign correspondents 

In what seemed a reversal of 
the current. trend 
liberalisation, Taiwan has 
tightened up the entry and exit 
regulations under which for- 
eign correspondents seen as 
“insulting” the government of 
President Lee Teng-hui could 
be expelled. According to the 
revised regulations passed by 
the cabinet on 29 September, 
foreigners judged to be “mali- 
ciously attacking” the govern- 
ment by writing, photographs, 
“speeches or other means” 
could be deported bv the In- 
terior Ministry. “We are sur- 
prised as we were never con- 
sulted on this revision,” a gov- 
ernment information officer 
said. — Shim Jae Hoon 


towards | 
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BUSINESS 


India to compel foreign 
banks to make farm loans 
Foreign banks in India will 
soon be required to share with 
nationalised commercial banks 
the onus of socially mandated 
"priority sector" lending. Low- 
interest and largelv unrecover- 
able loans to farmers and 
small-scale industries make up 
a mandatory 40% of the 
nationalised banks’ lending. 
Foreign banks have previously 
been exempted because they 
do not have the same branch 
privileges as domestic banks. 
But the government has -an- 
nounced the exemption will 
end, with the foreign banks re- 
quired to make an 10% of their 
loans to priority sectors, rising 
to 40%. — Lincoin Kaye 


Indonesia and Iran sign 

oil counter-trade deal 
Indonesia has signed a US$150 
million counter-trade deal with 
Iran to exchange Iranian crude 
oil for Indonesian com- 
modities. A similar deal with 
Iraq is in the pipeline. The Ira- 
nian deal involves the import of 
30,000 barrels per day (bpd) of 
crude in exchange for rubber, 
tea, paper and printing mate- 
rials. Indonesia imports 85,000 
bpd of Saudi Arabian light 
crude, but the Iranian crude is 
cheaper. — Michael Vatikiotis 


Cambodia adopts a 
floating exchange rate 
The Cambodian national bank, 
in a bid to attract hard cur- 
rency, has adopted a floating 
exchange rate closely parallel- 
ing the black-market rate, 
which was Riel 152:US$1 at the 
end of September. The bank's 
revious rate of Riel 100:US$1 
ad caused most Soviet advis- 
ers and Western foreign-aid 
workers to use the black mar- 
ket. The new policy departs 
from that of Phnom Penh's 
Vietnamese ally. Hanoi's offi- 
cial rate is Dong 368:US$1, 
while the dollar buys Dong 
4,500 on the black market. 
— Murray Hiebert 


Malaysia relaxes rules 

on buying brokerages 

Malaysia's Finance Ministry 
has relaxed its restrictions gov- 
erning the buying of control- 
ling stakes ín local stockbrok- 
ing firms. All financial institu- 
tions — including finance com- 
panies — will be allowed to 
take majority stakes in brok- 


j| ers. Previously, only commer- 
cial banks with M$100 million 
(US$37.4 million) in unencum- 
bered shareholders’ funds and 
merchant banks with M$30 
million qualified. Foreign 
stockbrokers: will also be al- 
lowed to buy-up to 49% of a 
local firm, compared with a 
maximum of 30%. previously, 
while non-financial firms with 
MS100 million in sharehold- 
ers’ funds will be allowed to 
buy majority stakes. 

— Nick Seaward 


James Capel buys stake 
in Singapore brokerage 
James Capél, the Hongkong 
and Shanghai Bank's wholly 
owned stockbroking firm, will 
acquire a 30% stake in Singa- 
pore stockbroking firm Kay 
Hian, subject to regulatory ap- 
proval. The Singapore office of 
James Capel and Kay Hian will 
be merged, and will trade 
under the name, Kay Hian 
James Capel. James Capel 
hopes later to raise its 
shareholding to above 49%. 

— Christopher Marchand 


Brierley criticises 

|i new tax restrictions 

New Zealand's Brierley Invest- 
ments (BIL) willlook to the US 
| and Europe for future acquisi- 
| tions, chairman Sir Ron Brier- 
| ley said on 3 October when an- 
| nouncing. the annual results. 





After-tax profit was NZ$264.8 
million. (US$162 million), up 
on the forecast of NZ$252:mil- 
lion but down on the previous 
years | NZ$342.1 million. 
Brierley criticised recent tax 
| changes in New Zealand and 
| Australia which disadvantaged 


i 


Eus operations. He 





failed to shed any light on the 
proposed merger between BIL 
and its 50.595-owned Austra- 
lian subsidiary, 
Equities. 


Industrial 
— Colin James 


| 
| Australia cuts bank 
| prime-asset ratio 
A cut in the Australian prime- 
asset ratio — the amount of li- 
quid assets banks must hold — 
| from 12% to 10% by the Aus- 
| tralian Reserve Bank on 28 
i September freed about AS4 
billion (US$3. 14 billion) for in- 
| vestment. The move had been 
| expected since the August 
budget and the reduction in 
| statutory reserve deposit re- 
| quirements (REVIEW, 8 Sept.). 
| The cut will relieve pressure on 
| scarce government bonds, but 
it was not as big as bankers had 
hoped and may be cut again to 
796. — Michael Malik 
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FOUNDERING FRIGATES 
Negotiations are foundering over a 
US$ billion arms deal under which 
Taiwan hopes to purchase a fleet of 
frigates from South Korea's Hyundai 
Shipbuilding. Taiwan has asked for a 
prior transfer of shipbuilding 
expertise, by insisting that the first six 
frigates be built in Taiwan at the 
China Shipbuilding Corp. shipyard. 
The talks have also hit a snag because 
Hyundai has raised its. asking price, 
citing wage increases in South Korea 
early this year. The deal is potentially 
the largest arms export package ever 
negotiated by South Korea. 


NAVAL VINTAGE | 


| >The US has decided to lease eight 


Brook/Garcia class frigates and a 
repair ship to Pakistan. The 1950s 
and 1960s vintage frigates will come 
from 16 such vessels being retired 
from the US Navy as part of economy 
measures, The repair ship, which has 
been mothballed for some time, will 
be taken to Karachi; where Pakistan 
will bear the cost of refurbishing as 
well as paying US$6 million for its 
lease. dus 


DEVELOPING DEMAND 


Speculation is mounting that the next 


: president of the Asian Development 


ank — replacing Yoshio. 
Fujioka — will be Toyoo Gyhoten, 
currently vice-minister for 
international finance at the Ministry 
of Finance in Tokyo. Gyhoten is 
considered to be a high-flier and has 
been actively courted also by the 











Washington-based World Bank, 
which is anxious to recruit senior 
Japanese officials, in line with 
Japan's fast-increasing influence 
within the bank. 


ELECTION INDICATORS 


£An abrupt fall in 
2street rates for the 







| read by foreign- 
| exchange dealers 
as an indicator 
that Prime 
NW. Minister Rajiv 
| Gandhi might call 
a general election 
well in advance of the 1989 deadline. 
Abruptly reversing long-standing 
trends, the official bank rate for 
dollars has risen to more than 
Rs 14.60, while the street price has 
come down from more than Rs 18 to 
just Rs 17.50. The fall is thought to 
indicate that large sums of offshore 
"black money" are coming back to 
India for campaign war chests. 
Manufacturers of jeeps — the 
referred campaign vehicle for rural 
ustings — also report unusually full 
order books. 


SPORTING OFFER 

During his recent visit to India, 
Bangladesh President H. M. Ershad 
invited Prime Minister Rajiv Gandhi 
to visit Dhaka on 6 November to 
watch a charity cricket match between 
the winners of the Asia Cup and an 


i 
| 


i 


| Asia and will direct its future 





| seriously consider the invitation. The 





invitation side drawn from the losing 
teams. Gandhi told Ershad he would 







cup competition is being held in 

Bangladesh and; while the Indian | 
cricket board has said it wouldliketo | 
participate, it has so far not received. - 
formal permission to do so from Ne 
Delhi, which has an uneasy 
relationship with Dhaka 


BELATED RELEASE | 
Laos has released about 140 pol 
prisoners from two re-educati 
camps in Houa Phan province in the 
country's northeast in recent weeks. 
Most were high-ranking officials and 
officers from the former US-backed » 
Vientiane government and army, 
who had been held since 1975 when 
communist forces seized control of - 
the government. Released prisoners. 
report that about 100 inmates still ^ |. 
remain in Houa Phan province'sSop |. 
Pan camp. 


SHIFTING TO SEOUL 


US Government sourcessay. : 
Washington intelligence assessments 
have concluded that the recent visitto. 
Moscow by former Japanese prime 
minister Yasuhiro Nakasoneledtono |. 
breakthrough in bilateral relations |. i: 
and that, as a result, the Soviets have 
decided to expend little further effort 
on improving ties with Japan. 
Moscow may try to saddle Tokyo. 
with the role of the “bad guys” in East 























diplomatic overtures towards South 











[THE WEEK 





Korea. 








AFGHANISTAN 

Thirty-five people were killed and 156 
others injured when a missile fired by 
mujahideen exploded in a square in central 
Kabul (28 Sept. ). 


BURMA 

Members of the old guard in the Burma 
Socialist Programme Party assumed top 
posts in their new party (30 Sept.). Twelve 
people were shot dead by security forces in 
two looting incidents in Rangoon, it was re- 
ported (4 Oct.). 


CHINA 

Palestine Liberation Organisation leader 
Yasser Arafat met General Secretary Zhao 
Ziyang in Peking during an official visit (4 


Oct.). 


INDIA 

More than 360 people died in floods in 
northern India and thousands were left 
homeless, it was reported (28 Sepr.). 





JAPAN 

A time bomb exploded in a car park adja- 
cent to the quarters of the Supreme Court 
judges in Tokyo and police blamed anti- 
monarchy leftist radicals (29 Sept. ). 


LAOS 

Lao police arrested an American couple 
who had planned to float several thousand 
US dollars down the Mekong river in hopes 


of finding American soldiers they believe are | 


still being held in Indochina (4 Ocz.). 
MALAYSIA 


Former deputy prime minister Musa 
Hitam announced that he was quitting the 
government benches in parliament (2 Ocz.). 


PAKISTAN 

The Supreme Court banned an attempt to 
recall the national assembly dissolved by late 
president Zia-ul Haq (30 Sepr.). Army 
troops moved into two southern cities to 
quell ethnic gun battles that left at least 182 








people dead (1 Oct.). Troops enforced acur- | 
few in the riot-torn south to prevent recur- 
rence of ethnic violence which left atleast | 
220 dead. The Supreme Court ordered elec-— 
tions scheduled for November to be on à ^|. 
party basis, the first of such to be held in 
more than 11 years (2 Oct.). 


SOUTH KOREA 
Protesters threw fire bombs into the US 
Army headquarters in Seoul (30 Sept. ). 


THAILAND 
A group of 30 Burmese expatriates dém-. i- 
onstrated outside the Burmese Embassy in | 
Bangkok calling for an end to military rulein 
their country (2 Oct.). | 
i 


VIETNAM 

Truong Chinh, secretary-general of the 
communist party, died due to injuries caused 
by an accidental fall (30 Sepr.). A joint US- 
Vietnam team started on a new search for 
Americans missing in action (2 Oct.). 
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Mahathir faces restless MCA and Musa crosses the floor 


The gathering storm 


By Suhaini Aznam in Kuala Lumpur 


fter a mid-year lull, Prime Minister 

Datuk Seri Mahathir Mohamad's 
rivals are escalating their campaign 
against his leadership, while one of his 
partners in the National Front coalition 
government, the Malaysian Chinese 
Association (MCA), is displaying signs 
of restlessness. Others who have stood 
on the sidelines are beginning to make 
their views known as they assess his vul- 
nerability. 


On 2 October, Mahathir's former | 


deputy in both party and government, 
Datuk Musa Hitam, made the final 
break when he declared himself an inde- 
pendent member of parliament. Fifteen 
other MPs, like Musa formerly from the 
now-dissolved United Malays' National 
Organisation (Umno) and outspoken 
critics of Mahathir, had already crossed 
the floor. 

What was once Umno's 83-seat pre- 
sence in the 177-seat parliament has 
now been reduced to 67 for the success- 
or Umno (Baru), or New Umno, that 
Mahathir set up after the original Umno 
was declared unlawful by the High 
Court in February for contravening reg- 
ulations governing its conduct. Umno 
(Baru), like its predecessor, is the do- 
minant member of the National Front 
which, with Musa's departure, now has 
132 seats in parliament. 

Musa had already said on 2 June that 
he would not join Umno (Baru), though 
he stressed that while he was not on 
Mahathir's side neither was he in the 
camp of former trade and industry 
minister Tunku Razaleigh Hamzah, 
who challenged Mahathir for Umno’s 
presidency in 1987 and narrowly lost. 


Musa was Razaleigh’s running mate at | 


the time. 
Since June, however, the head of the 
Supreme Court has been sacked, five 


other Supreme Court judges have been | 


suspended and Musa’s former protégé 
in Umno, Datuk Shahrir Samad, has 
won the Johor Baru parliamentary by- 
election by a landslide as an indepen- 
dent. Mahathir’s supporters also made 
various false allegations during the by- 
election campaigning, claimed Musa. 


“Obviously I am duty bound to play a | 


role in revealing this very dangerous 
trend to our democratic system of gov- 
ernment, pioneered by the original 
Umno of 1946, and [will] make every ef- 
fort to stem this trend,” he said. 

In choosing a middle ground in the 
months following Umno’s deregistra- 
tion, Musa may have been hoping that 
Mahathir and Razaleigh would finish 


off each other in a political fight, and let 
a more compromising figure like him- 
self take over. But his vacillations were 
criticised as political opportunism and 
with opposition to Mahathir from 
former Umno members becoming in- 
stitutionalised in parliament and some 
state assemblies, it would appear that 
Musa has realised that if he does not 
make a stand now, he will simply wither 
politically. 

There are now moves to set up a rival 


tember, 10 little-known former Umno 
members applied to the Registrar of 
Societies to form a new party called 





“Umno” to Umno (Baru). On 30 Sep- | 


ship and from the criminal business 
dealings of some of its officials. Its pre- 
vious president, Tan Koon Swan, has 
been jailed in Singapore and now in 
Malaysia for criminal breach of trust. 
This has cost the MCA the support of 
many Chinese. 

Nevertheless, the MCA has become 
increasingly disgruntled at what it has 
seen as a disregard for many of its de- 
mands which would help it regain some 
of its lost popularity. The Umno (Baru) 
refusal to withdraw a constitutional 
clause that empowers the education 
minister to nationalise Chinese schools, 
the zero allocation to Chinese new vil- 











Umno 46 — referring to the year the 
original Umno, crucible for modern 
Malay nationalism, was formed. Its pro 
tem president, Osman Akhir, denied 
suggestions that he was working under 
Razaleigh's direction, though clearly, 
like Razaleigh, he is loyal to the spirit of 
the old Umno. If Umno 746 is regis- 
tered, it hopes to attract former Umno 
members who have declined to join 
Umno (Baru). 

| To press home to the Malays their 
dedication to the original Umno spirit, 
Razaleigh has also submitted a private 
member's bill to parliament, which con- 
venes on 10 October, to amend the law 
and thus revive the original Umno. 





tempt would score points. 
| If that was not enough for Mahathir 
to handle, the MCA president, Trans- 
port Minister Datuk Ling Liong Sik, has 
taken six weeks’ unpaid leave from 1 
October as a silent act of protest. 

The MCA has been wracked with in- 
ternal problems over the past few years, 
stemming at times from weak leader- 


Even if the bill is not debated, much less | 
passed, the publicity surrounding the at- | 





| 
| 


lages in the 1987 budget, and the outcry 
over the appointment of non-Mandarin 
educated administrators to Chinese 
schools last year, remain sore points. 


T5 last straw for Ling apparently 
came when some quarters within 
Umno (Baru) placed the blame for the 
loss of the Johor Baru by-election 
squarely on the MCA's not delivering 
much-needed Chinese votes to the Na- 
tional Front candidate. MCA insiders 
have pointed out that the MCA has 
never controlled the Chinese vote in 
urban seats like Johor Baru, and since 
Mahathir's style of leadership was the 
issue in that by-election, the MCA was 
in any case tainted by association. à 

For the MCA and Umno (Baru), itis 
a vicious cycle. The MCA argues that it 
cannot deliver Chinese votes to the Na- 
tional Front because Umno (Baru) re- 
fuses to concede on some Chinese is- 
sues. Umno (Baru) feels that it does not 
have to give in to the MCA's demands 
because the MCA cannot deliver votes. 

Before going on leave, Ling denied 
that he would quit his position but 
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sources confided that should Umno E. 


(Baru) refuse to budge on Chinese is- 
sues by the time he returns, Ling may in- 
deed resign as a symbolic sacrifice. If he 
does, party deputy president Datuk Lee 
Kim Sai, a more vocal personality with a 
reputation of being more hardline on 
Chinese issues, will take over. 

One scenario is that if it ever became 
necessary, Lee could pull the MCA out 
of the National Front — an extreme ac- 
tion, admits one party insider, and only 
to be contemplated as a last resort. The 
debt-ridden MCA is in a weak bargain- 
ing position and has a rival for Chinese 
leadership in the nominally multiracial 
Gerakan Rakyat within the National 
Front. 

Outside the National Front the 
MCA could link up with Razaleigh's 
group and form the nucleus of a multira- 
cial coalition opposition that is more ac- 
ceptable to the majority of voters than 
the Islamic Party (Pas) and the opposi- 
tion Democratic Action Party (DAP), 
which appeals largely to Chinese voters. 
The DAP, however, helped Shahrir in 
his campaigning and with Razaleigh and 
Musa largely shut out of the govern- 
ment-guided media, its party paper, The 
Rocket, has carried their speeches. 

It would be a difficult choice for 
Razaleigh in either case. A formal al- 
liance with the DAP, which is shrill on 
Chinese issues and seen as a Chinese 
chauvinist party by the Malays, could 
cost him Malay support. Alliance with 
the MCA, which has lost much credibil- 
ity, could cost him Chinese support. 

Whatever happens, Malaysians have 
been playing their favourite numbers 
guessing game based on a premise that 
other National Front component parties 
could be wooed away. If Razaleigh's 16 
MPs can be joined by the DAP's24, Pas' 
one, the MCA’s 17, the six indepen- 
dents of Sabah and Sarawak and the 10 
of Sabah's ruling party Parti Bersatu 
Sabah — who have had a rocky relation- 
ship with Umno and the federal govern- 
ment — they would have 74 which 
would effectively destroy the National 
Front's two-thirds majority needed to 
pass constitutional amendments. 

This, however, remains in the realm 
of speculation. Mahathir is not the type 
to back down when pushed against the 
wall and he holds one powerful trump 
card: he can upset the numbers game by 
calling a general election — April is the 
favourite date bandied about — if he 
thinks he can use the National Front's 
well-organised machinery and its access 
to financial resources to sweep potential 
dissident MPs out of their seats. 

Elections or not, what could emerge 
is an almost evenly matched two-party 
system, each a multiracial coalition rep- 
resenting fairly similar interests. This is 
both the Razaleigh group's strength and 
its weakness. It must appeal to moder- 
ates by staying out of extremist politick- 


ing which means it can offer no UNDAE. 


cally different alternatives. 
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Junejo opens his election campaign: trying to avert constitutional crisis. 





PAKISTAN 





Judges clear the way 


The Supreme Court orders election to be held as planned 


By Husain Haqqani in Islamabad 


akistan’s Supreme Court has or- 

dered general elections scheduled 
for 16 November to be held on a party 
basis, reversing late president Zia-ul 
Haq's plans for holding polls with candi- 
dates not identified with parties. The 
court has also started considering other 
constitutional questions, and Chief Jus- 
tice Mohammad Haleem has said that 
he could assert the judiciary’s right to 
determine the ground rules for political 
conduct. But communal violence in 
Sindh and floods in Punjab, coupled 
with a general feeling of uncertainty, 
could make it difficult to adhere to the 
election timetable. 

Although most politicians welcome 
what they see as a reversal of Zia’s poli- 
tical order at the hands of the courts, 
some are also apprehensive that a pro- 
longed constitutional debate will in- 
crease the political confusion in the 
country. If Zia’s legacy is undone too 
quickly, his supporters could rally be- 
hind the armed forces whose backing is 
essential for the survival of any civilian 
regime. Failure by politicians to recog- 
nise the armed forces’ priorities and a 
continued deterioration of law and 
order could lead to direct military inter- 
vention. 

Taking heart from the setbacks to his 
political line, some Zia opponents have 
started talking about overthrowing his 
entire legacy — including Islamisation 
and support for the Afghan resistance. 
Some leaders have hinted that they 


| would revise Zia's nuclear weapons pol- 


icy and might back away from the insis- 
tence that non-proliferation should 
apply equally to all the countries of 
South Asia. Attempts by politicians 
with fragile power bases to ignore what 
the army considers as policies crucial to 
national survival could deprive the poli- 





tical structure of backing from the 
armed forces. 

The Supreme Court intervened early 
this month to avert a major constitu- 
tional crisis when supporters of former 
prime minister Mohammad Khan 
Junejo attempted to reconvene the na- 
tional assembly which Zia had dissolved 
on 29 May. The attempt took place after 
the Lahore High Court ruled that Zia's 
dismissal of parliament was “not sus- 
tainable under the law." The High 
Court declared that the constitution did 
not envisage dissolution of parliament 
at the president's will and even his dis- 
cretionary power to dissolve the legisla- 
ture was subject to constitutional limita- 
tions. But the court refused to order the 


| revival of the dissolved national and 


I 


| state assemblies, saying that to do so 


| was not within its jurisdiction. 








The speaker of the defunct national 


| assembly, Hamid Nasir Chattha, sum- 
| moned MPs to meet in formal session 


after consulting Junejo. Chattha later 


| claimed he understood the High Court 


ruling to mean that while the court itself 
could not revive the assembly, the as- 
sembly stood revived automatically 


| once its dissolution was determined to 


be unconstitutional. 

At the request of the government the 
Supreme Court stayed the Lahore High 
Court judgment and issued an injunc- 
tion against the meeting summoned by 
Chattha. When the hearing of the case 
started, Supreme Court judges indi- 
cated that they were inclined towards 
holding Zia's dissolution orders uncon- 
stitutional, but they did not want to 
create “anarchy, chaos and disorder" by 
restoring the national and state as- 
semblies and had therefore decided to 
ask the government and the politicians 
to work out a "grand national consen- 









































.| sus" with elections on schedule as its 
|| centrepiece. : 

wo While the government fought what 
appeared to be a losing battle in the 


*I: courts, violence erupted in the troubled 


Sindh province. Masked gunmen 
slaughtered 150 people in the city of 
Hyderabad, 120 km north of Karachi 
and the massacre was followed by 
rumours that the killings were moti- 
vated by ethnic rivalry. Rival ethnic 
groups — native Sindhis and Urdu- 
speaking Muhajirs — clashed in Karachi 
and other Sindh towns resulting in at 
least another 70 deaths, making this the 
worst outbreak of violence since 
sporadic ethnic clashes started in the 
province in 1985. Curfew was imposed 
in the troubled areas and the army was 
called in. 

The chief of the army staff, Gen. 
Mirza Aslam Baig, rushed to Karachi to 


FOREIGN RELATIONS 











supervise military operations. In a much 


publicised address to officers, Baig 
blamed trained saboteurs for fomenting 
trouble and said the violence in Sindh 
was "part of sinister conspiracy aimed at 
destabilising the country." He listed re- 
cent sectarian clashes in Pakistan's 
northern areas, the assassination of a 
Shia religious leader, and the air crash 
which resulted in the death of Zia and 
other military leaders as "links of the 


same chain of events." 
S enior officers appear convinced that 
Pakistan is being destabilised to re- 
strict its role in supporting the Muslim 
resistance in Afghanistan. In private, 
these officers blame Afghan and Indian 
intelligence agencies for the alleged 
sabotage. Some opposition politicians 


| rejected the theory of sabotage by for- 


eign forces and suggested that the seem- 


A summit in the offing 


Peking and Moscow prepare for Deng-Gorbachov meeting 


By Nayan Chanda in Washington 


fter playing hard-to-get with the 

Soviet Union for two years, China 
has taken the first step towards a sum- 
mit between its senior statesman Deng 
Xiaoping and Soviet President and Com- 
munist Party General Secretary Mikhail 
Gorbachov. "Certainly there will be a 
summit next year; I am very optimistic,” 
a Chinese official told the REVIEW. 

By agreeing to hold a summit before 
Vietnam has withdrawn all its troops 
from Cambodia — until now a Chinese 
precondition for such a meeting — Pe- 
king hopes Moscow will in return lean 
hard on Hanoi to accept a political set- 
tlement in Cambodia and withdraw its 
remaining troops. China opposes what 
it sees as Vietnam's desire to dominate 
all of Indochina at the expense of Cam- 
bodian and Lao independence. 

A recent thaw in Sino-Soviet rela- 
tions, which have been strained since an 
ideological split in 1960, picked up 
momentum after a brief meeting in New 


t York between Soviet Foreign Minister 


Eduard Shevardnadze and Chinese 
counterpart Qian Qichen on 28 Sep- 
tember. It was announced after the 


|] meeting that Qian had accepted a Soviet 
“invitation to visit Moscow before year’s 


“end for talks on Cambodia and other 
bilateral issues. A Soviet spokesman 
said Gorbachov would receive Qian. 

Chinese sources said the summit will 
take place some time after a return visit to 
Peking by Shevardnadze in early 1989. 

One result of the Sino-Soviet thaw is 
the apparent cooperation between Pe- 
king and Moscow in dealing with North 
Korea. US Secretary of State George 
Shultz has publicly thanked both gov- 


ernments for instilling moderation in 
the North Koreans, who have in the past 
pursued a sometimes irrational and vio- 
lence-prone foreign policy. There were 


fears that Pyongyang would disrupt the | 


Seoul Olympic Games which, in the 
event, took place without incident. 

The recent reshuffle of the Soviet 
Union's top leadership. which consoli- 
dated the power of Gorbachov and his 
reformist supporters in the Kremlin, is 
seen to augur well for improved Sino- 
Soviet ties. Peking hopes that a decline 
in influence of orthodox Soviet com- 
munist leaders will give Gorbachov 
more leeway to put pressure on Hanoi 
to compromise in Cambodia. Vietnam's 
economy. which is in dire straits, is 
heavily dependent on Soviet aid. 

The reshuffle saw Gorbachov be- 
coming state president: politburo mem- 
ber and Gorbachov ally. Alexander 
Yakovlev gaining more power; the re- 
tirement of former foreign minister and 
politburo member Andrei Gromyko, 
and the power of hardline politburo 
member Yegor Ligachev and KGB 
chief Viktor Chebrikov reduced. 

A Chinese specialist on the Soviet 
Union said that after consolidating his 
control over the party and government 


apparatus, Gorbachov can now push | 


more conservative leaders in the party 
and army to accept his liberal foreign- 
policy views. The specialist said 
Ligachev, with his emphasis on "class 
character" in international relations, 
had resisted putting pressure on Viet- 
nam — seen by the conservatives as an 
advance post for socialism — to with- 
draw from Cambodia. 





i 


i 
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ingly meaningless violence might be the 
work of domestic forces seeking post- 
ponement of elections. 

Nusrat Bhutto, chairman of the op- 
position Pakistan People’s Party (PPP), 
accused the pro-Zia faction of the Pakis- 
tan Muslim League (PML) of orches- 
trating the violence. The elder Bhutto, 
changed the cautious position adopted 
by her daughter Benazir. While she 
praised the army for its role, Nusrat 
Bhutto attacked President Ishaq Khan 
for not dismissing caretaker ministries 
comprising PML members. By doing so, 
she made it obvious that she was in no 
mood for compromise with Zia’s success- 
or. Other politicians felt the confronta- 
tion posture adopted by Nusrat Bhutto 
could force Ishaq Khan to shed his neut- 
rality. This could jeopardise the polls. 

Publicly all politicians, including 
PML ministers, emphasise their com- 


Ligachev's challenge to Gorbachov's 
foreign policy surfaced on 5 August 
when he said in a speech that the Soviet 
Union would have to base its policy on 
the "class nature of international rela- 
tions." This meant giving aid to leftist 
and communist forces opposing the po- 
litical status quo of the Western world 
and supporting wars of national libera- 
tion. "Any other formulation," Ligachev 
warned in his speech, "only introduces 
confusion into the thinking of the Soviet 
people and our friends abroad." 

Ligachev's speech was in response 
to an address by Gorbachov ally 
Shevardnadze in late July which re- 
jected the traditional notion of class 
struggle and struggles among different 
politico-economic systems as a basis of 
foreign policy. 


AS if Moscow's ability to pres- 
sure Hanoi on Cambodia was limit- 
ed by a desire to maintain its military 
facilities in Cam Ranh Bay, the Chinese 
specialist said: *I won't be surprised if 
the Soviets voluntarily withdraw from 
Cam Ranh Bay." He said Moscow knows 
that its limited military access to Cam 
Ranh Bay is not much of a bargaining 
chip in getting the US to close its huge 
naval and air bases in the Philippines. 
Aside from any propaganda value, the 
offer might have been intended to show 
the Vietnamese that the Soviets were not 
wedded to Cam Ranh Bay. 

The Chinese belief that Gorbachov 
is serious about pressuring Hanoi to quit 
Cambodia quickly explains in part why 
Peking agreed to a summit being held 
before a full Vietnamese withdrawal. 
Referring to a meeting on Cambodia in 
late August between senior Chinese and 
Soviet officials, a Chinese official said 
that "for the first time, the Soviets have 
told us that withdrawal of Vietnamese 
troops from Cambodia was the key to 
solving the problem.” 

Responding to. a Chinese demand at 
the August meeting that Moscow press 
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| mitment to early party-based polls but | excludes the sword symbol. Ishaq Khan 


privately several of them admit difficul- 
ties in sticking to the 16 November poll- 
ing schedule. None of the parties, in- 
cluding the PPP, have completed their 
lists of candidates and no one is sure 
about their election strategy or even 
their party manifestos. 


he Supreme Court ruling on the 

elections means that political parties 
will be able to use one symbol nation- 
wide to identify their candidates on bal- 
lot papers. But courts might have to re- 
solve disputes relating to choice of tradi- 
tional symbols. Both the PML factions 
would want the party's symbol of a lan- 
tern, while the PPP will almost certainly 
seek court intervention to secure the 
sword as its electoral symbol. 

The current list of 82 symbols ap- 
proved by the Election Commission 





could intervene to resolve some of the 
problems between parties and the Elec- 
tion Commission, but his doing so 
would be interpreted as a tilt in favour 
of the opposition. However, if all these 
matters are allowed to be resolved by 
the courts, the election process could be 
delayed. 

The biggest unknown factor in the 
political calculus so far is the attitude of 
the armed forces. Although the military 
has thrown its weight fully behind Ishaq 
Khan and the constitutional process, it 
cannot remain aloof if violence esca- 
lates or if it perceives that politics is be- 
coming too chaotic. 

The army believes that its interven- 
tions have occurred only after extended 
periods of breakdown in law and order. 
But during the past 11 years it has been 
accused of not giving politics a fair 














chance. As if to dispel that impression, 
Baig and his colleagues are bending 
over backwards to prove that the armed 
forces have no interest in domestic power 
politics. But demands for military inter- 
vention might surface if the feeling 
grows that the political leadership is in- 
capable of settling its differences with- 
out plunging the country into disorder. 
One reason why the army is reluctant 
to intervene at this stage is it believes 
that by doing so it could fall into the trap 
of those trying to undermine national 
cohesion. According to this view, the 
plan for destabilisation includes cancel- 
lation of elections which would provoke 
resentment among political parties and 
could swell the ranks of potential ter- 
rorists. Baig warned against this possi- 
bility and said the army would not allow 
the creation of a feeling of insecurity by 
preventing free elections. Oo 





AP 














Shevardnadze, Qian, Shultz, Perez de Cuellar, French Foreign Minister Roland Dumas and British Foreign Secretary Geoffrey Howe at the UN. 

















Hanoi to speed up its troop withdrawal, 
a Soviet official said: “They have done 
the job.” The official said the Vietnam- 
ese decision to withdraw 50,000 troops 
before the end of the year was taken asa 
result of Soviet Deputy Foreign Minis- 
ter Igor Rogachev’s urging during a trip 
to Hanoi early this year. 

Peking has more recently expressed 
concern over Hanoi allegedly halting its 
troop pull-out and demanding that 
further withdrawals be linked to the 
elimination of the communist Khmer 
Rouge. The Khmer Rouge is the domin- 
ant member of the tri-partite Cambo- 
dian resistance coalition. Its threats 
against Vietnam after it took power in 
1975 and its genocidal domestic policies 
triggered the Vietnamese invasion of 
Cambodia in December 1978. Moscow 
has assured Peking that regardless of 
what Hanoi says. the withdrawal 
schedule will be maintained. 

By playing up the connection be- 
tween progress on Cambodia and a 
Sino-Soviet summit, Peking is trying to 
reassure Washington that its planned 








reconciliation with Moscow is not un- 
principled and will not threaten West- 
ern interests. However, China's desire 
to improve relations with the Soviet 
Union goes beyond the publicised is- 
sues of Cambodia and the presence of 
hundreds of thousands of Soviet 
troops stationed along Sino-Soviet 
border. 


|^ 1975, after the US defeat in Viet- 
nam, China warned Asia against let- 
ting the "Soviet tiger" through the back 
door as the "American wolf" left by the 
front. And in the late 1970s and early 
1980s, Peking called for a worldwide 
united front against Soviet hegemony. 
Behind the rhetoric lay China's nerv- 
ousness about Soviet intentions in Asia 
and fear that the West would appease 
Moscow. 

After all. more than 1 million Soviet 
troops were stationed along China's 
northern borders at the time, Moscow 
had backed Vietnam's 1978 invasion of 
Cambodia on China's southern flank 
and, in December 1979, Soviet troops 


| its national priorities from defence to 





invaded China's western neighbour, Af- 
ghanistan. 

And the Soviet build-up in Asia did 
not stop there. Moscow deployed attack 
bombers at Cam Ranh Bay in late 1983 
and, in early 1984, two of the Soviet 
Union's three aircraft carriers were de- 
ployed in the Western Pacific. Am- 
phibious landing exercises were held by 
Soviet forces in northern Vietnam — 
not far from Chinese shores. 

It was not until Gorbachov came to 
power in 1985 that Moscow's posture in 
Asia began to change. What impressed 
Peking most — more even than Gor- 
bachov's professed willingness to im- 
prove relations with China — was the 
Soviet leader's determined effort to in- 
ject life into the stagnant Soviet econ- 
omy. For the first time in decades, Pe- 
king saw a new Soviet Union emerging 
— one that did not place a premium on 
military power. China itself had shifted 


economic reform more than five years 
earlier. 
In his July 1986 Vladivostok speech, 
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Gorbachov made it clear that improved 
relations with China would be the 
centrepiece of his Asian policy. The 
new Soviet approach seems finally to 
dovetail with China's desire to pursue 
an independent foreign policy and press 
ahead with its own economic moderni- 
sation programme. 

Both Moscow and Peking see impor- 
tant economic and diplomatic benefits 
in normalising relations. Improved ties 
would not only boost Moscow's position 
vis-à-vis Washington, it would consider- 
ably enhance its drive to woo Japan and 
ameliorate relations with Southeast 
Asia. Expanding Soviet trade with 
China is already reaping benefits for the 
Soviet Far East. And increased cooper- 
ation in such efforts as resource-exploi- 
tation in Siberia could help both na- 
tions. 

Promises of less tension and eco- 
nomic cooperation have added to con- 
cerns about the need for a Chinese- 
Soviet-US triangular balance. As Soviet 
specialist Donald Zagoria put it: "The 
Chinese see the Russians and the 
Americans getting closer together. It 
must put pressure on them that if they 
drag on too long [in normalising with 
Moscow] they may be left out." 


JA delegation of visiting Chinese 
academics with close ties to China’s 
leadership told US officials that Peking 
is concerned that Washington viewed 
China as posing a long-term military 
threat to the US. They cited a US presi- 


dential commission report entitled 
“Discriminate Deterrence” published 
last year. 


In the Chinese view, the academics 
said, Moscow too is increasingly con- 
cerned about China’s growing economic 
power and military potential and, there- 
fore, might persuade the US to cooper- 
ate in placing limits on the development 
of China’s military capability. The im- 
plication of such expressed concern is 
that closer Sino-Soviet ties could stop 
Washington and Moscow from ganging 
up on Peking. 

China has been careful to assure the 
US that a Sino-Soviet summit would not 
harm US interests. A US administration 
official told the REVIEW: "We are not 
surprised at all [at news of the Qian 
visit] because for the last few months the 
Chinese have been trying to prepare the 
US psychologically and politically for a 
da which was presented as inevita- 
ble.” 

In an interview with the Associated 
Press newsagency on 17 September. 
Chinese Premier Li Peng said: "Im- 
provement of Chinese-Soviet relations 
will not impair relations between China 
and the United States, and it will be in 
the interests of world peace." 

Li also tried to allay Western fears of 
any new Sino-Soviet alliance by pledg- 
ing that "China will not align itself with 
the Soviet Union as closely as it had 
done in the 1950s." 
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BURMA 


Working under the gun 


The army orders civil servants and labourers back to work 


By Bertil Lintner in Bangkok 


urma's six-week-long general strike 

formally ended on 3 October, the 
deadline set by the new military govern- 
ment for civil servants and labourers to 
return to work. But many of those who 
went back to work stayed only long 
enough to sign attendance sheets and 
collect their September salaries. 

Most government offices are re- 
ported to be in disarray following the 
strike. And since 8 August, when the 
strike began, many factories have been 
ransacked by looters and vandals, who 
have removed or destroyed machinery 
and raw materials. No factories are 
functioning at normal capacity. 

Meanwhile, arrests and summary 
executions of students and other anti- 
government protesters continue, Bur- 
mese and diplomatic sources say. When 
Gen. Saw Maung assumed power on 18 
September, scores of people were killed 
by soldiers who opened fire on dem- 
onstrators — most of whom were un- 
armed. Official accounts say 425 people 
have been killed since Saw Maung took 
power, while independent sources put 
the figure at several thousand nation- 
wide, mostly in Rangoon and Man- 


dalay. 
Ten days after the coup, an eyewit- 
ness claimed to have seen two 


truckloads of corpses being dumped by 
the army outside Rangoon's main cre- 
matorium at Kyandaw. Most of them 
were teenagers, the eyewitness said, 
wearing green high-school /ongyis, the 
traditional Burmese dress. Sources said 
some were still alive but were cremat- 
ed anyway. Mass graves have been 
dug near the old Allied War Cemetery 
at Htaykkyan, 21 miles north of Ran- 
goon. 

House-to-house searches for 
weapons and anti-government litera- 
ture have resulted in the killing of 
suspected — oppositionists. Soldiers 
routinely help themselves to money and 
valuables during these raids, Burmese 
sources in Rangoon say. 

In northern Burma, army brutality 
has been reported from the Shan state 
capital of Taunggyi. Hundreds of dissi- 
dents were rounded up there in the af- 
termath of the coup, reports say. The 
local strike leader, Dr Tin Win, appa- 
rently has been killed while many other 
anti-government protesters have alleg- 
edly been tortured by troops. Soldiers 
are said to have crushed the victims' fin- 
gers with rifle butts and to have broken 
limbs at the joints. As many as 1,000 
people have fled Taunggyi to nearby 
mountains, where ethnic Pa-O guerillas 


oO | are active. 


Thousands of students have fled to 
areas along the Thai border controlled 
by ethnic Karenni, Karen and Mon 
rebel armies, Burmese sources say. 
“Even 10- to 12-year-old children have 
been shot because they were seen head- 
ing for rebel territory,” one source 
said. 

The brutal military crackdown has 
created even more popular resentment 
against the army, which did not hesitate 
to shoot civilians following the coup. 
“We used to be proud of our army. All 
that is gone now. Literally everyone de- 
spises the soldiers,” a Burmese source 
said. A  Rangoon-based diplomat 
echoed the same view in a telephone 
conversation with the REVIEW: “The 
government 
doesn't realise 
how much it has 
alienated the 
people. It seems 
to believe only 
its own prop- 
aganda." 

The deepening 
rift between the 
army and the 
public is seen by 
analysts as a seri- 
ous threat to the 
survival of Saw 


Maung’s ruling 
military council. 
Even if large- 





scale demonstra- 
tions and general 
strikes appear to 
belong to the past, tacit civil disobedi- 
ence, go-slow actions and sabotage — 
organised mainly by student leaders — 
are likely to continue. 

"Even under the best of cir- 
cumstances, it would take weeks to get 
the country going again after the last 
few months of strikes and unrest," an 
observer said. "But given the present, 
deep hatred for the military regime, it's 
doubtful whether anything more than 
just a superficial air of calm and normal- 
ity can be maintained. And, in the long 
run, that would undermine Saw 
Maung's government as effectively as 
an officially announced general strike." 

To make matters worse, no exports 
have been moved since August. In addi- 
tion, all major aid donors — Japan. 
West Germany and the US — have sus- 
pended aid until a democratic govern- 
ment is installed. Before the latest bout 
of civil unrest began in August, the Bur- 
mese authorities had estimated that 
34% of capital spending would have to 
be financed by foreign aid. 


Saw Maung. a 
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.. about the fuselage work Daewoo has done on 747s and Daewoos joint effort 
in helicopter manufacture with Sikorsky Aircraft. Not that aeronautics is” 





PEE onN e s 
manufacturing is employed in 
telecommunications, shipbuilding, electronics and heavy machinery. Why not 
let the same technology that enabled Daewoo to become one of the world’s 
most advanced companies help your own company rise a little higher. 





Hitachi's wide-ranging audio- 
visual technologies include 
Picture-in-Picture for simulta- 
neous viewing of more than 
one program on a single TV 
screen, DAT, a high-density 
projection display, and frame 
memory used in IDTV. 





AV should be more than faithful sight 
and sound reproduction. Ideally, it also creates 
drama and ambience. 


Digital technology (the conversion of con- 
ventional signals into computerized zeros 
and ones) has led to a remarkable prolifera- 
tion of audiovisual uses — in TV, for example, 
for more diversified and sophisticated pro- 
gramming and information services acces- 
sible through computer connections or 
videotex terminals. And this is only the 
beginning. 


Hitachi's scientists and engineers are 
using digital applications such as frame 
memory to develop Improved Definition TV. 
IDTV will greatly improve picture quality with- 
out changing current broadcasting stan- 
dards by doubling the density of scanning 
lines and increasing vertical resolution 1.5 
times. This same Hitachi technology has 
resulted in the Digital Audio Tape recorder, 
which is capable of superior recording and 
reproduction. 

Hitachi's original screen technology has 
led to high-density big screen projection 


TV, using screens up to 110 inches. It is con- 
tributing to a wholly new technology, High 
Definition TV. HDTV is capable of photo- 
graphic quality resolution and will soon 
enable satellite services to transmit wide 
screen images that give the viewers the feel- 
ing of actually being there. 


We link technology to human needs, and 
believe that our special knowledge will lead 
to numerous easy-to-use systems and prod- 
ucts with highly advanced functions. 

Our goal in audiovisual — and in medicine, 
energy and transportation as well — is to 
create and put into practice products and 
systems that will improve the quality of life 
the world around. 
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The minorities factor 


Any new government must compromise with ethnic groups 


By Bertil Lintner in Bangkok 


One of the most 
| perplexing problems 
la Burma has faced 
D since winning inde- 






pendence from Bri- 
tain in 1948 is how to 
handle its many and 


p 
PA 
often dissident ethnic 


BURMA minority groups. 
PROFILE Burmese nationalists 


have claimed the 
problem was a legacy of Britain's stan- 
dard “divide and rule" colonial policies 
which, in Burma's case, kept the ethnic 
minorities — who live mainly in the 
country's rugged frontier areas — sepa- 
rate from the majority Burman popula- 
tion of the central plains. 

There is some truth to this assertion. 
British Burma comprised a loosely 
linked jigsaw puzzle of states, divisions, 
subdivisions, districts, hill districts and 
various other administrative areas. 
Burma proper, or “Ministerial Burma” 
as the British called it, was a true col- 
ony, while the 30 or so feudal Shan 
states were only British protectorates. 
The Karenni states were nominally in- 
dependent throughout the colonial 
period under an agreement signed in 
1875 between the British Crown and 
Kin Win Mingyi, a representative of the 
King of Burma. 

The British set-up reflected the trad- 
itional administrative structure of the 
old Burmese kingdoms. Technically, 
the minority areas had always been sub- 
ject to the Burmese court. However, 
they remained largely independent, re- 
taining their traditional rulers, lan- 
guages and cultures so long as they rec- 
ognised the formal suzerainty of 
Burma's kings and paid tribute to them. 

Only minority Karens, Kachins and 
Chins were recruited into the first colo- 
nial army and police units — mainly be- 
cause the British considered them more 
loyal than the lowland Burmans. On the 
eve of World War II, only 1,893 of the 
soldiers in the colonial army in Burma 
were Burmans, compared with 2,797 
Karens, 852 Kachins, 1,258 Chins and 
2,578 imported Indians. A Burman re- 
volt against the British in the 1930s was 
put down by Karen troops, which 
caused frictions between the two groups 
that never fully came to an end. 

Before Burma could become inde- 
pendent, its nationalist leaders had to 
unify the various administrative areas 
into a single functioning political entity. 
In forging this unity, the nationalists 
took two approaches. 

The first approach was that of 
Burma's independence hero, Aung 
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This is the sixth in a series of REVIEW 
briefings on Burma designed to give 
readers the background to current de- 
velopments. 
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San, who formulated his “unity in diver- 
sity" policy under which he offered to 
grant the minorities a certain degree of 
autonomy in return for them joining the 
Burmans in a political union and giving 
their loyalty to a central authority in 
Rangoon. 

Before his assassination in 1947, 
Aung San toured the minority areas to 
gather support for a united, indepen- 
dent Burma. A conference was held at 
the small market town of Panglong in 
Shan state where Shan, Kachin and 
Chin leaders agreed to join the pro- 
posed Union of Burraa. The day the 
Panglong Agreement was signed, 12 
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Source: 1983 Population Census, Ministry of Home and 


Religious Affairs, Rangoon. 





February, has since been celebrated as 
Union Day, a national holiday. 


Bums first constitution, promul- 
gated in 1947, safeguarded some 
minority interests. It also included a 
clause providing for the right of seces- 
sion of the new union’s Shan and 
Karenni states. Later, the clause was to 
become a controversial issue in rela- 
tions between the Burmans, who con- 
trolled the central government, and the 
minorities. 

Some minority groups never ratified 
the Panglong Agreement. The Karens, 
who consider the Burmans their tradi- 
tional enemies, resorted in 1949 to 
armed struggle in their quest for an in- 
dependent state. There were also minor 
rebellions among the Karennis, the Pa- 
Os, the Mons and the Muslim mujahids 
in Arakan state. Ethnic insurgency re- 
mained a major problem until the mid- 
1950s, by which time most of the rebels 
had been pushed into remote border 








areas, or were confined to pockets in the 
Irrawaddy River delta and the Pegu 
Yoma mountains north of Rangoon. 
The second approach taken by 
Burma’s nationalists in their attempt to 
forge unity denied the existence of sepa- 
rate ethnic, cultural and territorial divi- 
sions among the many peoples of 
Burma, claiming that these distinctions 


— ] were merely inventions of the British. 


In line with this argument, autonomy 
for any minority group posed a threat to 
national unity. Several top army leaders 
adhered to this view, including then su- 
preme commander Gen. Ne Win. 

In 1960-62, a federal movement de- 
veloped among the minority groups, 
partly as a response to rumblings in the 
military. The Shan leader, Sao Shwe 
Thaike, submitted a proposal to further 
loosen the federal structure outlined in 
the 1947 constitution. 

The democratic government of then 
prime minister U Nu convened à 
nationalities seminar in Rangoon to dis- 
cuss the future status of the frontier 
areas. On 2 March 1962, however, be- 
fore any decision had been taken, Ne 
Win took power in a coup and detained 
all the seminar participants. The old 
federal constitution was abolished and 
replaced with centralised military rule. 

Sao Shwe Thaike was among 
those arrested; he died in custody 
eight months later. Rebellions 
flared anew in Shan state and, in 
Kachin state, the local insurgent 
army expanded rapidly — soon 
becoming the most formidable 
ethnic rebel group in Burma. 

Today, all of Burma's indigen- 
ous ethnic minority groups are in- 
volved in insurgency, with the 
notable exception of the Chins, 
who live in west Burma near the 
Indian border. The total number 
of ethnic insurgents is estimated at 
more than 25,000, most of whom 


Reviewrastevysamytee are loosely united under the Na- 


tional Democratic Front umbrella or- 
ganisation. In 1987, the minorities gave 
up their previous demands for separa- 
tion in favour of a return to a modi- 
fied version of the old federal constitu- 
tion. 

Ne Win’s military government prom- 
ulgated a new constitution in 1974 but it 
contained no provision for the au- 
tonomy previously enjoyed in the coun- 
try’s frontier areas. Under the 1974 
document, Burma was divided into 
seven divisions, which mirrored the 
former Ministerial Burma, and seven 
minorities states. Critics of the 1974 
constitution say the new distinction be- 
tween Burma proper and the minorities 
states was in name only. 

Throughout Ne Win’s 26 years of 
rule, the government’s approach to the 
ethnic insurgency has been to try to sup- 
press it by force of arms. The policy has 
failed, and any new government will 
have to find a political solution to the 
40-year-old civil war. [8 | 
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-By Salamat Ali in New Delhi 
angladesh President H. M. Ershad's 
| MA brief 29 September visit to New 
.Delhi failed to break the impasse on 
^ flood control measures, though yet 
another time-consuming task force was 
«set up to examine the issue. The visit 
was viewed by some Indian leaders as 
“merely a cosmetic attempt to reassure 
-his people that he was doing something 
‘eto prevent a recurrence of the massive 
= flooding which recently devastated his 
^ country. The Bangladesh media fre- 
| ¿quently assert that India is largely to 
| blame for the annual floods, but some 
I "development agencies say poor land and 
water management within Bangladesh is 
* exacerbating the problem. 
... india was especially annoyed at 
| Dhaka's return of helicopters sent to 
| "help in flood relief, and by its attempt to 
i make an international issue of what it 
sees as a bilateral matter of controlling 
" the waters of the Brahmaputra and 
-Ganga rivers shared by both countries. 
| In the event, Ershad's visit — made at 
| his own request — seems to have done 
| little more than prevent a further de- 
| -terioration. in bilateral relations; the 
| stand of both sides on all major divisive 
i issues remains unchanged. 
i And while Indian officials saw the 
"visit as marking a small change in 
| Dhaka's outright refusal even to 





. SINGAPORE 














Stemming the flood 


- Few results from Bangladesh-Indian talks on water control 


examine New Delhi's proposal for a 
multi-purpose link canal between the 
two rivers across Bangladesh, even that 
assessment seems overly optimistic. 

A joint communique announced the 
decision to set up a high-powered task 
force of experts to study the two rivers 
jointly for flood management and water 
flow, to report back in six months. But 
this merely places a new body on top of 
the moribund Bilateral Rivers Commis- 
sion created 10 years ago. The new 
task force also will examine the agree- 
ment on sharing Ganga waters through 
the barrage created at Farakka in 
West Bengal, due to expire on 5 Nov- 
ember. which India has refused to 
extend. 


larations, Indian leaders are unsure 
whether the visit was more than a public 
relations exercise. New Delhi thinks the 
Bangladesh public has been made to be- 
lieve India is to blame for the annual 
floods. Bangladesh newspapers have 
claimed that this year's floods — the 
worst ever — resulted from alleged In- 
dian glacier-melting experiments in the 
Himalayas and excessive discharge 
from upstream dams in India, and 
further alleged that the recent earth- 
quakes in the region were of India's 
making. 


| Unhappy all round 


Goh laments lack of support from resentful Malays 


| By Rodney Tasker 

s Lee Kuan Yew’s heir-apparent, 

| PA First Deputy Prime Minister Goh 
‘Chok Tong has begun his run-up to tak- 

1 ang over the reins of government in an 

| .uncharacteristically controversial way. 


| By accusing Singapore's minority Malay 


| community of failing to back the 
| People’s Action Party (PAP) govern- 
] ment, coupled with an implied threat to 
| abandon. a  government-sponsored 
| Malay self-help project, Goh has stirred 
| up a Sensitive racial issue. 

: His criticism of the Malays, deliver- 
ed ata press conference one week after 








j^the 3 September general election, may 


| have arisen from a personal slight: on 


] -election night, Goh had been booed by 
i-a group of Malay youths. Others felt 


|: that as Goh was not normally given to 
< expressing resentment spontaneously, 
|. his comments reflected a deeper con- 








cern in the PAP that a majority of Singa- 
pore's 15% Malay community was hos- 
tile to the PAP and therefore should not 
be entitled to its largesse. 

Given that Singapore's ballot is se- 
cret, Goh's complaints must have been 
based on PAP straw votes during the 
election campaign and detailed post- 
election analysis which showed Malay 
unhappiness with the PAP. The govern- 
ment, Goh said, would have to “pause 
and take stock” of its programme to 
help the Malays, specifically through a 
new government-aided project called 
Mendaki H which will provide Malays 
with education, social welfare and some 
business benefits. 

In a follow-up interview with Berita 
Minggu, the Sunday edition of Singa- 
pore’s sole Malay-language newspaper, 
Berita Harian, Goh expanded on his 
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The Indians were angry over two: 
other matters. First, their helicopters, 
sent within eight hours of an appeal 
from Ershad forflood-relief operations, 


i were bundled out at short notice in less 


than a week and New Delhi feels it re- 
ceived little thanks. During his visit, 
Ershad regretted the helicopter episode 
and blamed it upon ^bungling by offi- 
cials" which he had discovered too late. 

The other sore point for the Indians 
was what it saw as Dhaka’s attempt to 
propel the bilateral problem of manag- 
ing the rivers into the. international 
arena, through its appeals for regional 
flood-control cooperation to the UN, 
the Commonwealth and the South 
Asian Association for Regional Coop- 
eration (Saarc). Bilateralism rather 
than multilateralism being a cor- 
nerstone of India’s foreign policy in 
South Asia, this aroused New Delhi's 
worst fears. Some Indian policymakers 
see a Western-Chinese strategy of get- 
ting its neighbours to gang up on and 
isolate. New Delhi from its traditional 


| friend, Moscow. 
But irrespective of the positive dec- 


W hen Ershad requested a meeting 
with Prime Minister Rajiv Gandhi, 
the Indians took off the shelf their 1978 
plan for building mighty dams in 
Assam, Mizoram and Arunachal 
Pradesh states, to store 54.5 million m? 
of water, generate 8,000 mW of power 
and create twice the surplus of water 
needed per unit of cultivable land, five 
times the water per unit of population 
for Bangladesh and to lower the peak 
flood level in Bangladesh by 2 m. 

Also part of this plan is a 75-m 
wide ànd 324-km long canal from the 





theme. "My own view is that more 
Malays voted against the PAP than for 
the party . . . if 60% of the Chinese 
[majority] said that they supported the 
PAP, only 50-60% of the Malays did," 
he said. This reflected Malay "impati- 


| ence with the relatively slow progress of 


the Malay community in Singapore, 
compared with other races." 

For Goh, criticised during the elec- 
tion campaign by Lee for being too 
stilted in his public appearances and for 
not being tough enough, this was strong 
stuff. It also embroiled him in the sensi- 
tive issue of Singapore’s Malay com- 
munity, many of whom feel they are 
treated as second-class. citizens in a 
Chinese-dominated, prosperous society. 


M; political analysts agree that the 
Malays are. becoming increasingly 
disgruntled. In November 1986 Malays 
were unhappy over the visit to Singa- 
pore of Israel's president, Chaim 
Hertzog — which sparked protests in 
predominantly — Muslim. Malaysia, 
Brunei and Indonesia. 

Feelings were further exacerbated in 
early 1987 bv Lee's son, Trade and In- 
dustry Minister Lee Hsien Loong, who f 
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Brahmaputra at Jogipura in Assam to 
cut across northern Bangladesh and link 
with the Ganga above the Farakka bar- 
rage, in order to add 100,000 cusecs 
(cubic metres per second) of water to 
the Ganga dry-season flow down- 
stream. 

Bangladesh, which has always re- 
jected the proposal for an Indian canal 


across its territory, was not over- | 


whelmed during Ershad's visit by 
India's data. Although it did not make 


any counter proposals, the delegation | 


accompanying Ershad declared bluntly 
that there were too many domestic poli- 
tical compulsions to allow any 
Bangladesh administration to accept 
the proposal. Equally, India ruled out 
any strategy for flood control that was 
multinational in scope. 

Finally, Ershad is said to have ac- 
cepted the Indian suggestion that a 
flood-control strategy be worked out 
between the two countries alone and 
that any data, if needed from Nepal, 
could be requested in Kathmandu. 
Given the traditional fate of various 
Indo-Bangladesh efforts in the face of 
basic differences, it seems likely that 
both might tend to forget the issue with 
the onset of the dry season. 

Although the Indian official spokes- 
man was silent on the matter, reliable 
sources said that India used the oppor- 
tunity to inform Bangladesh of its views 
on anti-Indian propaganda in the 
Bangladesh media, the Chakma tribal 
refugees in India's Tripura state, the 
issue of Bangladesh religious minorities 
and the likely adverse impact of the on- 
going Islamisation of Bangladesh on 
these minorities. 


said the Singapore Government was 
hesitant about putting Malays into sen- 
sitive positions in the Singapore armed 
forces because of doubts whether their 
first loyalty was to the republic, or to 
their Muslim religion — thus implyin 
they may not be trusted in a conflict wit 
the republic's Muslim neighbours. 
Betore the last election, the govern- 
ment introduced 13 group representa- 
tion constituencies (GRCs), in which 
teams of three candidates would be 
elected to parliament on a single vote. 
Having a Malay candidate was mandat- 
ory in each team in most of these GRCs. 
This was presented as a way of ensuring 
minority representation in parliament 
— and nine Malay MPs were eventually 
elected to the 81-member parliament 
under the scheme — but some Malays 
may have felt they were being patro- 
nised and voted for opposition parties. 
Although none of the Singapore con- 
stituencies has a Malay majority, the 
fact that dissident politician Francis 
Seow, leading a three-man team includ- 
ing a Malay, was able to take 49.1% of 
the vote against a strong PAP team in 
the Eunos GRC, which has a sizeable 
Malay community, was seen as a 





». S. Kamaluddin writes from Dhaka: 
Bangladesh officials described Erhad’s 
initiative for a regional approach to the 
issue as having met with limited success, 
despite India’s mistrust of a multilateral 
approach. A source said that during the 
two leaders’ 30-minute meeting, Gan- 
| dhi had indicated his deep concern by 
saying “a political will must be express- 
ed at our level.” However, New Delhi 
reiterated that it regarded the issue as 
basically Dhaka’s problem. 

Since more than 92% of the catch- 
ment areas of the two rivers, plus a 
third, the Meghna, lie outside Bangla- 
desh, and the waters carry as much as 
2.4 billion tonnes of sediment annually 








of Himalayan origin, a regional ap- 
proach seems unavoidable, Dhaka says. 
The lack of response from Saarc coun- 
tries was seen as unwillingness to be- 
come involved because of the long- 
standing Indian-Bangladeshi water dis- 
pute over sharing the Ganga. 

The outcome of the New Delhi meet- 
ing has been interpreted by Dhaka’s 
media as a snub. However, the new 
agreement did not preclude approach- 
ing any third country fora solution, they 
added. Dhaka’s view is that to capitalise 
effectively on the international sympathy 
generated by the floods, ithas to come to 
an understanding with India for a long- 
term solution to the problem. [8 | 
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Flood victims in Bangladesh: impasse with India on preventive measures. 














reflection of Malay  disaffection. 

Goh was gently taken to task over his 
comments by a number of Malay or- 
ganisations, who said more should be 
done to win over the Malays. The Majlis 
Pusat, an umbrella body for more than 
40 Malay organisations, led by Malay 
PAP MP, Zulkifli Mohamed, said 
Goh’s interview with Berita Minggu had 
"cleared the murky waters of misun- 
derstanding and confusion" among the 
Malay community, while pointing out 
that it had not been consulted about the 
fate of Mendaki II. 


Y: Majlis Pusat secretary-general 
Juri Wari was quoted as saying that 
Malay unhappiness with Goh's remarks 
would take some time to dissipate. As a 
Malay said, many felt that Goh was 
making the community a whipping boy 
for the further reduction to 62% of the 
PAP's share of the popular vote in the 
election, though losing only one seat. 

_ Malay disgruntlement was not con- 
fined to Goh. In the final days of the 
election campaign Hsien Loong went on 
television with. Environment Minister 
Ahmad Mattar, a Malay, to explain, in 
the Malay language, the government 











proposal to create an elected presidency 
with some executive powers. Malay 
viewers criticised Hsien Loong for over- 
shadowing Mattar and were miffed that 
a Chinese should have been chosen to 
explain an important political change to 
them, whatever his fluency in their lan- 
guage. Even Hsien Loong later admit- 
ted that perhaps his appearance had 
been a mistake. 

The controversy has now disap- 
peared from the pages of the govern- 
ment-guided press, but political ana- 
lysts say Malay leaders are still con- 
cerned about the attitude of Goh, who is 
expected to succeed Lee within the next 
two years. Rightly or wrongly, many 
Malays feel they have no real channel 
for political expression, and that they 
are left behind in terms of education and 
business opportunities. 

At the same time they resent being 
patronised by the government, and in 
that light they view Mendaki II, which 
has been described as a new phase of an 
on-going self-help scheme to benefit 
Malays. It may have to take a comfort- 
ing statement from Lee, who it is be- 
lieved the Malays trust more than other 
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Independence is second 
to Dalai Lama’s return 


O n a recent visit to Tibet, everything 
appeared quite normal at first 
glance. Commerce continued routinely, 
schools and offices were open and un- 
armed, uniformed police and soldiers 
walked the streets undisturbed. Yet not 
very far below the surface tensions re- 
main high — though not quite for the 
reasons proclaimed outside Tibet. 

Tibetan refugees and their support- 
ers have long insisted that the major 
concerns of the Tibetan people are inde- 
pendence and religious freedom. Sur- 
prisingly, in Tibet, few Tibetans seem to 
agree. Ethnic tensions and the Tibetan’s 
deep distrust, and at times hatred, of 
communist cadres, Tibetan and Han 
Chinese alike, are the major problems. 

For example, ethnic distrust is so 
deep that the arrival of several thousand 
Chinese in what Peking calls China’s 
Tibet Autonomous Region over the 
past two years has led to fears of assimi- 
lation, even though the Chinese move 
predominantly to the urban areas and 
most stay only for short periods. When I 
mentioned to people that a source close 
to the Chinese Communist Party in 
Tibet had told me the tide was now turn- 
ing and more Chinese were leaving than 
arriving, very few Tibetans believed it. 

The anger the Tibetans feel towards 
party officials was most evident during 
several outbreaks of anti-government 
violence in the past year. In dozens of 
interviews with Tibetans of all social 
strata there was a consensus that a 
majority of those who participated in 
the distrubances did so, not to protest a 
lack of independence and religious free- 
dom, but to express their anger at Public 
Security Bureau officials, the police and 
party cadres. 

When the issues of independence 
and religious freedom were raised, 
there was less interest in them than anti- 
cipated. Independence is an abstract 
notion which most Tibetans do not seem 
to think about very much while others, 
especially the educated, believe it to be 
totally unrealistic. Similarly, religious 
restrictions have little effect on the 
majority of the population since many 
temples and monasteries are open and 
functioning. Almost 1,000 temples are 
being rebuilt — nearly 800 with pri- 
vately donated funds. Such restrictions 
as limiting the number of monks being 
trained vary from place to place and 
generally do not effect most Tibetans. 

To be sure, independence and religi- 
ous freedom are emotional issues and 
Tibetans invariably express their sup- 
port for a theocratic Tibetan nation 
state. In addition, the monks who in- 





itiated the recent disturbances did so be- 
cause of their deep feelings over these 
issues. And, of course, anger at Chinese 
policies and the manner in which they 
are governed is the Tibetan response to 
feeling they lack independence. 
Officials are aware of the problem. 
Mao Rubai, the vice-secretary of the 
communist party in Tibet and simul- 
taneously, the vice-chairman of the re- 
gional government, admitted in an in- 
terview that while many cadres believe 
their relationship with the people is 
good, the Tibetans know otherwise and 





Tibetan Buddhist hierarchy, has be- 
come one of the few people willing to 
speak out publicly on the issues of most 
concern to Tibetans. 

Although Tibetans have their doubts 
about the Panchen Lama because of his 
40 years of loyalty to Peking, for his 
marriage to a Chinese woman and for 
his rumoured shady business dealings, 
he has made numerous speeches over 
the past year deploring the situation in 
Tibet as it pertains to the health, educa- 
tion and general well being of Tibetans. 
He did this once before in 1962, was 
tried two years later and jailed for 14 
years as a result. 

The Panchen Lama has also railed 
against cadres who continue to demon- 
strate "leftist tendencies." This is the 
code word used in Tibet to describe 





the situation must be 
improved. f 
In March of this 
year, as one example of 
the government's at- 
tempt to deal with the 
problem, a Tibetan- 
language work  gui- 
dance commission met 
for the first time in the 
hope of mandating 
Tibetan as the working 
language of the region, 
thereby compelling 
ethnic Chinese to either 
learn Tibetan or opt not 
to go there and, equally 
important, rid Tibet of 
the cadres who refuse 
to learn the language. 
There is a significant 
difference between the 
views of the Tibetans in 
exile, who have been 
calling for an indepen- 
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| The Dalai Lama: concession. 


cadres who continue to 
disrespect Tibetans, fail 
to learn the language, 
place restrictions on re- 
ligious practice and place 
their personal interests 
foremost. Their num- 
bers, the Panchen Lama 
has said, are so large 
that they cannot be 
transferred and can 
only be re-educated. 
This open flaunting 
of official policy is so 
blatant that when the 
communist party sec- 
retary in Tibet, Wu Jin- 
ghua, an ethnic Yi from 
Sichuan province, began 
attending important 
Buddhist festivals to 
show his support for re- 
ligious freedom, he was 
openly ridiculed by 
many cadres as the 
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dent nation state, and 
those still in Tibet, who are demanding 
greater autonomy within the Chinese 
state. That the Dalai Lama, Tibet’s re- 
ligious leader, publicly stated in June his 
willingness to accept a Tibet which is 
less than fully independent demon- 
strates how aware he is of this difference 
and how far he is willing to go to become 
a more active participant in the welfare 
of his people — most of whom are in 
Tibet. 

The Dalai Lama also has to keep in 
mind that the Panchen Lama, second in 
importance to the Dalai Lama in the 
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“lama secretary.” 

The Panchen Lama has also begun to 
directly help his people by establishing 
social welfare projects in the Shigatse 
area that are designed to upgrade the 
education of Tibetan doctors and em- 
ploy hundreds of Tibetans in a carpet 
factory while educating their children. 
These, and several future projects, are 
being done without the assistance or 
participation of any government agency 
and are meant to serve solely Tibetans. 

This direct involvement by the Pan- 
chen Lama enhances his role as a promi- 
nent voice for his people while the Dalai 
Lama, unable to be as directly involved, 
undoubtedly loses prestige. This is not 
meant to imply that the Panchen Lama 
can ever replace the Dalai Lama as the 
most important figure to Tibetan 
Buddhists. It is only to say that if the 
Panchen Lama can prove to be success- 
ful in his public calls for reform and his 
projects indeed benefit Tibetans, he will 
be the one Tibetans look to when they 
need help. 
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It should be noted that there are 
Tibetans and Chinese who believe the 
recent reforms in Tibet are a direct re- 
sult of the Dalai Lama's successful ef- 
forts to publicise the Tibetan issue 
around the world. While his efforts have 
had some influence, his actions are not 
solely, or even largely, responsible for 
the changes. 

It appears the Dalai Lama is aware of 
this situation. His recent concession to 
Peking was extremely important and 
most of the world media, especially in 
the West, failed to take proper note of 
it. It was very unpopular among the ref- 
ugees, however, who continue to hold 
out for an independent nation state. 
The refugees' willingness to publicly 
criticise the Dalai Lama is a good 
demonstration of how these Tibetans, a 
majority of whom were born outside of 


Tibet and are being rapidly assimilated | 


into their host cultures, no longer feel 
compelled to agree with every policy 
enunciated by their exiled leader. 

So the Dalai Lama finds himself in a 
situation where his power to help his 
people, regardless of where they live, is 
quickly diminishing. In order to main- 
tain his importance to his people in 








€ In order to maintain his 
importance to his people in 
something other than a religious 
capacity, the Dalai Lama is 
forced to act boldly. ? 





something other than a religious capa- 
city, he is forced to act boldly. 

This, he is trying to do. The Dalai 
Lama has been in contact with the au- 
thorities in Peking for a number of 
years. Of late, one of his brothers, 
Gaylo Thondup, has been a frequent 
visitor to China. He meets with high- 
level officials and is, in the words of a 
prominent Tibetan who knows them 
both, “the Dalai Lama’s right-hand 
man.” 

For its part, the Chinese Govern- 
ment has said the Dalai Lama will not be 
required to live in Peking if he returns 
and could once again take up residence 
in the Potala in Lhasa. Peking has also 
said that it is willing to discuss any dif- 
ferences with the sole exception of Tibe- 
tan independence. And it is exactly on 
this issue that the Dalai Lama has made 
his remarkable concession. 

The reformers in China, both 
Chinese and Tibetan, want him back. 
Initially there will be problems with the 
high expectations that many Tibetans 
will have that he can improve their liv- 
ing conditions quickly. Undoubtedly, 
recalcitrant cadres will also hinder his 
efforts. But in the long run the Dalai 
Lama’s return to Lhasa and his enlist- 
ment in the struggle for the social and 
economic development of Tibet and the 
attempt to make it truly an autonomous 
region of China will be invaluable. D 
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FIJI 


Hail to the chiefs | 


Draft proposals will give traditional rulers a key role 


By Michael Malik in Sydney 


N ew constitutional proposals for Fiji 
will put vital powers in the hands of 
the traditional chiefs and give the armed 
forces an institutionalised position in 
government. They will also ensure a 
parliamentary majority for ethnic Fi- 
jians by reinforcing separate electoral 
rolls for Indian and other races. The 
draft, published on 23 September, is un- 
likely to be substantially changed. 

The proposals will mean there is lit- 
tle chance that countries such as Austra- 
lia and New Zealand, whose ties with 
Fiji have cooled recently, will acknow- 
ledge democracy as having been re- 
stored following Brig. Sitiveni Rabuka's 
two coups in 1987 which led to suspen- 
sion of Fij's membership of the Com- 
monwealth. Nor is the draft likely to do 
much to stop the exodus of skilled Fijian 
Indians, which is leaving ever-larger 
gaps in the ranks of professions. These 
gaps now have to be filled with expen- 
sive expatriate recruits. Indians make 
up a small majority of the total popula- 
tion and fears that they would eventu- 
ally dominate the country were cited as 
justification for the coups by Rabuka 
and his Fijian supporters. 

Deposed prime minister Timoci 
Bavadra told the REVIEW in a telephone 
interview from his home near Nadi that 
as leader of the multi-racial Labour 
Party he rejected the draft as unaccepta- 
ble to all Fijians. Bavadra said he would 
campaign against it even to the extent of 


calling public meetings in defiance of || 


the existing Internal Security Decree — 
based heavily on the Malaysian Internal 
Security Act, which provides for deten- 
tion without trial. 

Bavadra said the draft was not only 
discriminatory as far as other races were 
concerned, but was unequal with regard 
to ethnic Fijians, being weighted against 
the bigger, more powerful provinces, 
such as his own western area, while 
favouring the smaller islands which are 
sparsely populated or of little financial 
importance. Diplomatic observers be- 
lieve this could be the draft's major 
weakness because it provides room for 
rivalries to develop among the Melane- 
sian-race Fijians themselves. 

Bavadra accused the interim govern- 
ment headed by former governor-gen- 
eral Ratu (Chief) Sir Penaia Ganilau — 
acting president and likely to be con- 
firmed in that position under the new 
constitution — and Prime Minister Ratu 
Sir Kamisese Mara, of failing to explain 
the proposals to the people, or allow 
them to be discussed. 

Bavadra has received an offer of sup- 
port from an unexpected quarter: Ratu 








Meli Vesikula, one of the leaders of the 
Fijian nationalist Taukei movement 
which strongly backed Rabuka’s coup. 
Vesikula has visited the former prime 
minister at his house for talks and 
Bavadra welcomed his support, saying 
he appeared to have changed from his 
extreme attitude of last year. Vesikula’s 
motive is more likely the fact that he 
has not been taken into the Mara gov- 
ernment, as have some more moderate 
Taukei members. 

As a blueprint for supposed demo- 
cracy, analysts said, the draft was an ex- 


traordinary document. It calls for the 
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Indians seeking e igration: accelerating exodus. 








appointment by the traditional Great 
Council of Chiefs (GCC) of a president 
and commander-in-chief whose wide 
powers include the right to declare a 
state of emergency, issue ordinances 
with the power of law and to grant any 
person immunity against legal proceed- 
ings, without reference to the prime 
minister or parliament. The prime 
minister and cabinet will formally hold 
executive power. 

The proposals also make it manda- 
tory for the prime minister to be an 
ethnic Melanesian and for the com- 
mander of the armed forces — the 
position held by Rabuka — to be an 
appointed member of the parliament 
and the cabinet. The draft also gives 
the armed forces, apparently without 
reference to other constitutional provi- 
sions, "the overall responsibility . . . 
to ensure at all times the security, de- 
fence and well-being of Fiji and its 
people." 

The provision would appear to sve | 
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the armed forces power 
to again interfere in gov- 
ernment. At the same 
time, all those who took 
part in the 1987 coups 
are automatically 
granted immunity from 
any prosecution for 
their acts. 

The draft proposal 
begins with a preamble 
stating that the Fijian 
people “have expressed 
their desire for a new 
constitution,” to replace 
the 1970 one under 
which they attained in- 
dependence. It further 
states that the nation 
shall uphold Christian 
teaching — though the 
people have freedom of 








Bavadra: defiant. 





outflow of 2,654. 

But two elements 
make these figures even 
more significant: obser- 
vers believe the official 
figures represent only 
about half of those actu- 
ally leaving, with the 
rest going on short-term 
visas to other countries 
and overstaying. And 
the observers said that 
almost all those depart- 
ing were professional 
and skilled Indians, 
which has left many pro- 
fessions denuded of 
staff. 

Be Particularly hard hit 
T | have been medical ser- 
LJ vices, teaching, accoun- 

tancy, administration 











religion — and that indi- 
genous Fijians (the Melanesians) are 
endowed with their lands and right to 
govern themseleves and are entitled to 
due deference to their customs and trad- 
itional way of life. 

The sections on the protection of the 
fundamental rights and freedoms of the 
individual, citizenship, the indepen- 
dence of the judiciary and provision for 
an ombudsman, basically follow the 
previous constitution. 

Where the draft's proposals diverge 
from a usual pattern of democracy are 
with the appointment for a five-year 
period of the president by the GCC and 
the composition of the single-chamber 
parliament, which will replace the 
former bicameral system. 

The proposal calls for separate vot- 
ing registers and constituencies for ethnic 
Melanesians, Indians, the small indi- 
genous Rotuman population and for 
others — including people of mixed race 
and other settlers, apart from Indians. 
In the latest 1986 census, 349,000 Indians 
made up 49% of the population while 
4696 were Fijians. The Fijians are assured 
28 seats to the Indians’ 22, with one Rotu- 
man and eight for the "others" roll. 

Ethnic Fijian political dominance 
will be preserved by the provision for 
eight members, one of whom must be 
the military commander, to be ap- 
pointed by the president in accordance 
with the advice of the chiefs. Another 
provision allows for the appointment of 
a further four cabinet ministers, who 
thereupon become full MPs. This would 
appear to assure the government sup- 
port of at least 40 of a possible 71 mem- 
bers, given continued solidarity on the 
part of Fijian MPs. 

Despite stringent regulations — in- 
cluding a ceiling of F$4,000 (US$2,730) 
on money which can be taken out of 
the country — official figures show a 
net outflow of 26,000 Indian Fijians 
in the five years between 1983 and 1987, 
with a dramatic increase to 14,300 in 
1987 from 4,400 the previous year. The 
first quarter of 1988 showed a continued 
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ipe engineering. The 
government recently placed advertise- 
ments in the Australian press for 45 
teachers, agricultural officers, en- 
gineers and town planners, offering 
wages and conditions better than many 
more senior positions had attracted in 
the past. Another 46 high-level ad- 
ministrative positions in the Ministry 


VIETNAM 











of Health were advertised locally. 

Other factors apart from the political 
uncertainty of the future have encour- 
aged the Indian exodus. One of 
Rabuka's first acts when he assumed 
power was to slash public-sector salaries 
by 15% and freeze private-sector pay. 
This year a maximum increase of 6% on 
all wages has been strictly implemented 
though inflation is running at 14%. All 
these are factors in a fall of real incomes 
far from encouraging for trained people 
who are sufficiently skilled to find better 
jobs elsewhere. 

A disastrous decline in the tourist in- 
dustry has contributed to a general 
downturn in earning power and to a 
serious urban crime wave. 

Although many Indian businessmen, 
who still dominate trading and retailing, 
are hanging on and are prepared to stay 
in Fiji as long as their actual lives and 
earning power are not endangered, there 
isagrowingtrend, accordingto diplomats, 
to seek the reassurance of either a foreign 
passport or at least a multiple-entry 
visa. There are also increasing numbers 
of Indian children going abroad, par- 
ticularly to Australia and New Zealand, 
for their education as a step towards 
qualifying for future emigration. Oo 


Confusion among the cadres 


Party officials face crisis in dealing with morale and economy 


By Murray Hiebert in Bangkok 


he Vietnamese Communist Party is 

in the throes of a crisis 13 years after 
rallying millions of its citizens to over- 
throw the former US-backed govern- 
ment of South Vietnam. In recent 
months, party leaders and newspapers 
have repeatedly railed against the 
breakdown of party discipline and have 
warned that internal divisions and in- 
competent cadres are hampering the 
country’s economic recovery. 

"The people's confidence in the 
party's leadership has weakened," party 
chief Nguyen Van Linh, who was 
elected in late 1986 to rescue Vietnam's 
economy from near collapse, warned in 
a speech to the fifth plenum of the cen- 
tral committee meeting in June. "Not a 
small number of party cadres and mem- 
bers have committed numerous nega- 
tive practices, and even worse, some 
have taken a long slide into the muck of 
degeneration and degradation." 

The plenum communique concluded 
that "party leadership over the political, 
ideological and organisational domains 
is not equal to the revolutionary tasks 
and has not met the requirements of re- 
novation and the people's demands and 
aspirations." Linh told the central com- 
mittee that the breakdown of party dis- 
cipline and unity was the main reason 





why his doi moi (renovation) campaign 
had achieved little in slowing the coun- 
try's downward economic spiral. 

Some of the problems facing the 
party of 2.12 million members, which 
has added 940,000 new members since 
1975 while expelling 310,000 others dur- 
ing several "purification" campaigns, 
have been highlighted in several recent 
party studies. One survey of nearly 
6.700 party members in 41 villages 
found that "advanced age and poor 
health or limited capability . . . affected 
the work performance" of 42% of the 
members, while 16% had “serious 


| shortcomings that warrant disciplinary 


action," the party daily newspaper re- 
ported in August. Only 3876 of the 
members had “developed their effi- 
ciency in terms of both quality and capa- 
bility,” the study found. 

According to another study con- 
ducted in Cam Phuc village in Hai Hung 
province east of Hanoi, 3676 of the 
party members “had shortcomings that 


| warranted disciplinary action" and 20% 


were expelled from the party, the news- 
paper reported. 

"Some hamlet and village cadres 
have acted in a manner no less deplora- 


ble than the dreaded local cadres of 
old," the army daily newspaper said in 
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: Profit up 38% 
amings per share up 30% 





Mandarin Oriental increased. 


SIMON KESWICK, Chairman 
Hong Kong, 30th September 1988 
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"Ti he outlook for the remainder of 1988 continues to be favourable and we 
expect to see sustained growth in earnings per share." 



















HALF~YEAR RESULTS 
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* 1987 figures restated following adoption of deferred tax accounting. 


Connaught Centre, Hong Kong Telephone: 5-8438388 Telex: 73255 JMGHO HX Facsimile: 5-200512 


| Six Months Ended ded | 
| 30th June 31st December | E 
1988 1987* 187 — | 
| HK$ million HK$ milion HK$ million i : 
| Turnover 6,077 5542 12,720 | 
|. Profit before taxation 674 559 1237 | E 
| Taxation — Hong Kong (63) (52) 900 | 
| — Elsewhere (85) (143) (244) : ; : 
| Profit after taxation 526 364 . BOF poe 
Minority interests — (76) G2 a1 | 
| -Profit after taxation and , ees | e 
l^ minority interests 450 327 786 pose 
Extraordinary items _ 85 281 | ue 
| Profit attributable to shareholders 450 412 1067 :. | = 
| Dividends (105) (77) (293) | 
i — ———— i —— 
i 345 335 774 i 
HK$ HK$ a | 
| Earnings per ordinary share 0.79 0.61 1.47 
| Dividends per ordinary share 0.17 0.125 0.475 Ab 
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T nearly 
jT: found. that 26% of the 
t partys members, and as 
|^ many as 45% in Ho Chi 
*: Minh City alone, were vio- 
lating the party's eco- 
nomic regulations. "They 
-directly hired workers for 
: production work, engaged 







































| describing party officials, who tradition- 


ally have been recruited mostly from 
| 


< "spend the whole day writing one direc- 
* tive after another, burying themselves 


* walking from one conference room to | 


<sanother to issue orders 
i: while disassociating them- 


.money-lenders," the party 
ji. newspaper 


| Linh also warned that dif- 
“ferences within the party 


disunity,” Linh said. 


‘factions, though they do say that some | 
4 leaders fear rapid reform will lead to 


poor, working or peasant class back- 
grounds. They “misappropriate collec- 
tive property, seek personal riches . . . 
build imposing houses, ride Honda Cub 
motorbikes, and have furnished their 
homes entirely with expensive imported 
luxuries." 

Linh complained in his June speech 
that many party members have become 
ineffective bureaucrats, saying that they 


ment. 


For example, 








up to their necks in piles of papers, or 





selves completely from life 
and reality." 

Another survey of 
4,600 members 


in trade, or operated as 
reported in 
August. 

In his June speech, 





anarchy and instability. But many 
Soviet bloc observers in Hanoi believe 
that Linh and his fellow reformers are 
regularly stymied by at least three op- 
posing viewpoints within the politburo, 
which they identify as conservatives, 
bureaucrats and the military establish- 





Defence Minister 
Gen. Le Duc Anh and army chief of 
staff Gen. Doan Khue, both politburo 
members, appear in their public writ- 
ings to be concerned that economic re- 
form is being emphasised at the expense 
of national security. 

Khue warned in an article last De- | to the relatively popular 73-year-old 





say that the corruption, incompetence 
and disagreements among party offi- 
cials are alienating the upcoming gener- 
| ation. “Teachers in party schools no 
longer know what to teach. young 
| people about communism,” one Viet- 
| namese official admitted. “Many of 
| them seé-it as án ideology no longer 
| relevant to Vietnam." Some foreign 
| observers see this disillusionment as one 
of the reasons why more Vietnamese 
young people in recent years have 
explored Buddhism and Christianity. 
| Analysts say that the party's prestige 
| could slip further if something happens 





party chief, who was 
elected in late 1986 when 
the party leadership recog- 
nised that it was losing the 
people's confidence after a 
decade of deepening eco- 
nomiccrisis. Linh has man- 
aged partially to restore 
the party's frayed image 
during the past two years 
by introducing some 
capitalist-style economic 
policies, operating in a 
more open political style 
and allowing greater free- 
dom of expression. 

But Linh has appearedin 
public only once since re- 
turning from a visit to the 
Soviet Union in late Au- 

















leadership were hobbling its ability to 
tackle the economic crisis. “What is 
worth noting is that within not a few 
party committee echelons . . . there 
exists a serious and prolonged state of 


Vietnamese spokesmen are reluc- 
tant to admit that the party's tradition- 
ally collective leadership is plagued with 
a decade ago. 








: : OBITUARY/TRUONG CHINH, 1907-88 
| Veteran ideologue 


: - To Chinh, 81, one of the founders of the Vietnamese 
|... Communist Party who headed a brutal land reform move- 
|j ment in North Vietnam in the 1950s, died on 30 September of 


a head injury suffered in an accidental fall at his house, the of- 


ficial Vietnam News Agency reported. 


- Chinh had served as Vietnam's president, a largely cere- 


| monial position, from 1981 until June last year, when he was 
| replaced by another party veteran, Vo Chi Cong. In July 1986 
;]- he had been elected interim party chief after the death of his 
_) longtime political rival Le Duan, and stepped down that De- 
|| cember in favour of Nguyen Van Linh. Since then he has 
| served as a “senior adviser" to the ruling central committee. 


During the war against the US in the 1960s and 1970s, 
Chinh was viewed as the party's most prominent ideologue. 


After the reunification of Vietnam in 1976, he was put in 
| -charge of the central committee's theoretical department and 
| -of writing the party's history. But while most observers vie- | 
.] wed Chinh as a doctrinaire communist, after his election as in- 
|| terim party leader he became an ardent supporter of 
|» capitalist-style reforms. 





cember that the emphasis on the econ- 
omy could demoralise the army. “It is 
necessary to avoid placing emphasis 
only on the policy of promoting eco- 
nomic development because this could 
hurt the thinking and feeling of those 
who have taken up weapons,” wrote the 
general, who commanded the Vietnam- 
ese invasion of neighbouring Cambodia 


Some Vietnamese party members 


H 





gust, and according to un- 

confirmed rumours circulating in Viet- 
nam, he is suffering from lung cancer. Re- 
cent examples of succession in Vietnam 
have followed the Confucian tradition of 
selecting leaders by seniority within the 
party. If Linh were no longer able to 
lead, analysts speculate that he would 
| probably be replaced by either President 
Vo Chi Cong, 76, or Premier Do Muoi, 
71, neither of whomhave the charisma or 
popularity of the current party chief. gy 





According to his official biography, Chinh was born in 


February 1907 in Ha Nam Ninh province, south of Hanoi. He 
helped Ho Chi Minh found the Indochinese Communist Party 
in 1930, and the next year was arrested by the French au- 
thorities and imprisoned for five years. 

Chinh is probably best known as the architect of the com- 
munist party's drive to collectivise agriculture after the defeat 
of the French colonial rulers in 1954. Western historians esti- 
mate that tens of thousands of landlords and rich peasants 
were executed in a campaign to redistribute farm land, while 
thousands of others were sent to work camps. 

Chinh, elected head of the renamed Vietnam Worker's 
Party in 1951, was at the time ranked second only to the 
revolutionary leader, party chairman Ho Chi Minh. But 
after admitting making "serious mistakes" he was replaced by 
Le Duan in the late 1950s, though he retained his position in 
the politburo. 

He was often described as pro-Chinese prior to the souring 
of Sino-Vietnamese relations in the mid-1970s, and changed 
his name from Dang Xuan Khu to Truong Chinh (Long 
March) out of admiration for the 1930s trek by the Chinese 
Communist Party. However, he actively supported Hanoi's 
tilt towards the Soviet Union in the past decade. 
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— Murray Hiebert | 





PREMIER 
CRU 
AND 

RESERVE. 


There now exists a new style of 
intercontinental business class. 


Club World. 


Specially selected winesare served 
with the finest of foods. And in a 
quintessentially British manner, 
allowing you to reserve your 


energies for your destination. 


BRITISH AIRWAY 





THERE IS SOME PLACE 


LIKE HOMIE. 


hen you or your employees 
are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 

Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 

All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 
At half the cost of a hotel. 













































ALL THE COMFORTS OF 
A RESORT HOTEL. 





You know what they say about all work 
and no play. 
That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis" 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

“Facilities may vary by location 


WE’LL EVEN KEEP YOUR COMPTROLLER HAPPY. 















Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 
Oakwood Corporate Apartments. 
A place to call home for 30 days or more. 






2222 Corinth Avenue 








Los Angeles, California 
90064 


1-800-421-6654 






Corporate Apartments 





*Look after this 
planet, it’s the only 
one we have” 


A personal message 
from HRH The Duke of Edinburgh, 
WWF International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they’re only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part ofit we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 
WWE International, CH-1196 
Gland, Switzerland. 


WWE 
World Wide Fund For Nature 





Ittakes more than money. 


It tak 


Providing the highest level of 
commercial lending and trade finance 
services to customers in the Asian mar- 
ket takes more than capital strength. 

It takes a commitment within 
the region itself. 

That is why Security Pacific’s 
existing banking and branch operations 
in the Pacific Rim have been consoli- 
dated to form Security Pacific Asian Bank. 


© 1988 Security Pacific National Bank. 


es an edge. 


This gives us the strength of an 
integrated network of 27 full-service 
branch offices in Asias major finan- 
cial centers, including Hong Kong, 
Tokyo, Seoul, Taipei, Singapore, Manila, 
Bangkok, and Kuala Lumpur. With the 
added strength of seven branches of the 
Asian Bank in California. 

Of course, we can provide a 
direct link to the capital markets capa- 


bilities and the worldwide banking 
resources of Security Pacific Merchant 
Bank; which is backed by the $34 bil- 
lion capital strength of Security Pacific 
Corporation, the sixth largest bank 
holding company in the United States. 

To serve our customers, wher- 
ever their needs may be. 

And thats what having an edge 
is all about. 


Security Pacific Asian BankS. 


It takes an edee. 





WIDEBODY. 
MISSION 
EFFICIENCY. 


LAV 49VWI G4ONVACY 


Mission efficiency means that the A109 
Widebody helicopter is the perfect 
partner for whoever has to get anywhere, 
everywhere, fast, easy and always. 

With this objective in mind, the A109 
Widebody incorporates the most 
sophisticated systems technology, 
allowing it to take off and land at any time 
of day, every day of the year, under any 
atmospheric conditions, regardless of 
obstacles which may be set up by 

man or other. 

Travel in style and comfort at over 

150 kts at the lowest operating cost. 
That is why the A109 Widebody is the 
only executive helicopter category two 
instrument certified. 


GRUPPO 


AGUSIN 


Research and Aerospace Technology 





| INDIA | 


By Salamat Ali in New Delhi 


Si Defence Minister Dmitriy 
Yazov's four-day visit to India 
which ended on 29 September is ex- 
pected to trigger off a quantum leap in 
the continuing Indian production of 
Soviet-designed weapons as well as in 
the purchase of Soviet arms. 

The Soviet delegation had to cut 
short its visit because of the sudden con- 
vening of the Soviet communist party's 
central committee in Moscow. The joint 
communique at the end of the visit did 
not indicate details of the discussions, 
but the level and composition of the 
Soviet team, and the issues known to 
have been on the agenda, were indica- 
tive of the importance both sides at- 
tached to the negotiations. 

Yazov arrived in New Delhi at the 
head of a team comprising the top brass 
of the Soviet defence establishment: 
Marshal of Aviation A. N. Yefimov, 
who is commander-in-chief of the 
Soviet air force; Adm. of the Fleet V. N. 
Chernavin; Army Gen. V. M. 
Shabanov, who is deputy defence minis- 
ter for armaments; Col-Gen. E. E. 
Knodakov, deputy chairman of the 
state foreign economic relations com- 
mittee; Adm. Y. P. Grishin, deputy de- 
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The travelling arms bazaar 


Soviet visit likely to boost local weapons production 


fence minister; Adm. S. 
S. Turonov, chief of the 
armed forces’ main de- 
partment; and the head 
of the Defence Minis- 
try’s foreign relations de- 
partment, Rear-Adm. 
V. M. Hozhokov. The 
team also included the 
Soviet | ambassador-at- 
large, Nikolai Kozyrev. 
The Indo-Soviet de- 
fence cooperation has re- 
sulted in the delivery of 
weapons worth US$2.3 
billion during 1976-80. In 
the early 1980s the two 


Ip 








Yazov: circumspect. 




















grading of tanks and missiles. The 
Soviet-designed T72 tanks in the Indian 
Army use infrared search lights. New 
Delhi is interested in acquiring thermal 
imaging and reactive armour from 
the Soviets. A transfer of technology 
for both these systems is believed 
to have been agreed upon. 

India is producing lo- 
cally MiG21s, MiG23s 
and MiG27s, and two 
squadrons of the latter 
aircraft have joined the 
Indian Air Force (IAF). 
Also, the Soviets have 
recently given the IAF 
two | squadrons of 
MiG29s the latest 
state-of-the-art swing- 
wing interceptor — and 
missiles. 

It is not yet clear 
whether or not India has 
accepted a Soviet offer 
to locally produce its 
MiG29s. India has been 











sides further agreed on 
the delivery of another US$4 billion 
worth of arms including MiG29s, Kilo 
class submarines and T72 tanks, all 
of which have now been delivered. As 
all previous high-level Soviet visits 
have yielded major transfers of 
weapons, Western military analysts 
surmise that this visit too has resulted in 
arms deals. 

The New Delhi-based pro-Moscow 
daily newspaper Patriot declared on the 
the first day of the talks: "The expan- 
sion of mutual cooperation 
will very likely be as spec- 
tacular as the induction of 
the nuclear-powered sub- 
marine Chakra into the In- 





"MATE" AGENT of Known Office of Pubicabon Garert Cas. Cowan. Suite und ZIP - 4 Code] Nos paari 





dian Navy last year." Al- 
though the newspaper did 
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circles that during Indian 
Defence Minister K. C. 
Pant's visit to Moscow in 





February, the Soviets had 





agreed to supply the basic 
designs for local production 
of India's third aircraft car- 
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rier, which could be of the 
size of the Soviet Kiev class 
vessel. 
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India is also widely be- 








lieved to be looking for one 








more Kilo class submarine 




















in addition to the four 
supplied by Moscow so far 
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— the last of which, Sin- 
dhuvir, arrived a few 
months ago — because of 
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As for arms for the 
ground forces, Yazov’s visit 
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in an agreement on the up- 








considering developing 
its own light combat aircraft (LCA). 
The Soviets want India to give them pre- 
ference over the competing Western 
firms willing to supply critical techno- 
logies for the LCA project. Further, 
they do not want India to collaborate 
with Western firms in the planned local 
production of an advanced jet trainer. 
They are suggesting that a trainer based 
on their MiG21 would be far more cost- 
efficient. Additionally, impressed with 
the performance of the Soviet-built 
MI26 helicopter gunships, the Indian 
Army is believed to have asked for the 
next generation — the MI28. 

The presence of Kozyrev in the dele- 
gation and the circumspect declaration 
in the communique that both sides dis- 
cussed a number of international issues 
including the situation in South Asia, in- 
dicated an exchange of views on Af- 
ghanistan. India has already declared it- 
self on the side of the Kabul-based 
Najibullah regime. Besides, on the last 
day of the delegation's visit, Kozyrev 
addressed a press conference on Af- 
ghanistan and declared that Moscow 
would have to reconsider its options if 
Pakistan continued what he alleged 
were violations of the terms of the 
April Geneva accords, governing the 
Soviet withdrawal of troops from 
Afghanistan. 

But given India's usual policy of 
avoiding open association with Soviet 
military interests in the larger power 
game, the meeting could not have pro- 
duced anything more than an exchange 
of views on Afghan developments. 
Most observers rule out any Indo-Soviet 
coordination of military strategy on the 
Afghan issue. Hours after the departure 
of the Soviet delegation, New Delhi an- 
nounced the visit of US Army chief of 
staff, Gen. Carl E. Vuono, to India this 
month as part of a regular reciprocal ex- 
change between the two countries. I 
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AFGHANISTAN 


The ambiguous accords 


Both the Soviets and mujahideen accuse the US of violations 


By Nayan Chanda in Washington 


s the date for the final withdrawal of 

Soviet troops from Afghanistan 
draws near, the ambiguities in April's 
Geneva agreements are surfacing to 
pull the US administration in contradic- 
tory directions as the presidential elec- 
tion approaches. While the mujahideen 
and their supporters are pressing the 
Reagan administration to make good its 
promise to supply them with arms, Mos- 
cow is threatening to slow down its with- 
drawal if the US and Pakistan do not 
stop arming the mujahideen. 

Washington seems confident that, 
despite the threats, the Soviet pullout 
will continue on schedule and that, not- 
withstanding the reduced supply of 
certain types of weapons, 
the mujahideen will take over | 
the country after the with- 
drawal. 

While at the UN to attend 
the general assembly, Soviet 
Foreign Minister Eduard 
Shevardnadze charged that 
since the signing of the 
Geneva accords, “a non-stop 
production line of violations 
was set in motion” and said 
that Moscow would “wait and 
see” before starting the sec- 
ond phase of its withdrawal, 
scheduled for completion by 
year-end. The first phase of 
withdrawal ended on 15 Au- 
gust with half the Soviet 
Union’s estimated 120,000 
troops returning home. 








Reagan, hevardnadze, Shultz: discord over accord. 


ment for peace but an agreement to dis- 
engage the Soviets from Afghanistan. 
The Soviets know what this agreement 
involves but they prefer to withdraw 
with an agreement that gives them some 
face." 

A State Department spokeswoman 
described the Soviet charge as "an at- 
tempt to cover their own and their 
Kabul client's failures in Afghanistan." 
Other sources speculated that Moscow 
was trying to justify continued Soviet 
support to the Kabul regime, such as 
was demonstrated in the recent aerial 
bombardment of Kunduz after it had 
fallen to the mujahideen. 

The Soviet charge appears even 





be in unsupervised mujahideen hands 
after the withdrawal, appears to have 
influenced the administration's decision. 

However, sources close to the 
mujahideen said that without Stingers, 
heavy mortars and mine-clearing de- 
vices, the mujahideen had not only been 
unable to make much headway against 
the Afghan Government army, but had 
been forced to rely on less accurate 
Chinese 107-mm and 122-mm rockets. 
The resulting civilian casualties had, in 
turn, affected popular support for the 
mujahideen. Addressing a meeting at 
the Heritage Foundation, a conserva- 
tive think-tank, on 28 September, Gen. 
Rahmutallah Safi, intelligence chief for 
the National Islamic Front of Afghanis- 
tan, one of the mujahideen groups, said 
that the mujahideen were no longer re- 
ceiving the Stingers and were short of 
them. 

Mohammed Es'Haq, an aide to Af- 
ghan guerilla commander Ahmed Shah 
Masoud, complained to a Reagan offi- 
cial that his group was down to its last 
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three Stingers. "In order to 
reach an accommodation 
with the Soviets," said An- 
drew Eiva of the mujahideen 
lobby group. Federation for 
American-Afghan Action, 
“the administration is selling 
out the mujahideen.” 

The Reagan administra- 
tion denies the accusation, 
but its spokeswoman pointed 
out that “it is not in their 
[mujahideen] interest to 
launch actions which might 
delay the withdrawal of 
Soviet forces from Afghanis- 
tan.” However, ' neither 
Washington nor Islamabad 
seem worried that Moscow 
will halt its pullout. As a 
senior Pakistani official told 








Soviet Foreign Ministry 
spokesman Gennadi Gerasimov 
amplified the charge against Pakistan 
and the “American military-industrial 
complex” for continued interference in 
Afghanistan and warned of “unpredict- 
able consequences.” 

The Reagan administration finds the 
Soviet charge puzzling because before 
signing the accord both Washington and 
Moscow had agreed that they reserved 
the right to assist their respective Af- 
ghan sides. Although this so-called 
“positive symmetry” contradicted the 
spirit of the agreement, it enabled Mos- 
cow to save face and not publicly aban- 


don an old ally and allowed the US ad- | 


ministration to maintain that it had not 
forsaken the Reagan doctrine of sup- 
porting an anti-communist liberation 
war. 

At the time, the administration said 
that the Soviets agreed with the full 
knowledge that the US retained the 
right to help the mujahideen. One ad- 
ministration official told the REVIEW at 





more puzzling coming at a time when 
the mujahideen and their American 
supporters are complaining about the 
drying-up of supplies. Just as Soviet of- 
ficials at the UN warned Pakistan of 
“unpredictable consequences,” repre- 
sentatives of two of the seven mujahi- 
deen groups were in Washington to ap- 
peal for more aid, in particular the 
highly effective anti-aircraft Stinger 
missile. Administration critics such as 
Sen. Gordon Humphrey charged that 
the US had pressured Pakistan into not 
delivering Stingers and Spanish 120-mm 
mortars to the mujahideen. 


Wri administration officials re- 
fuse to discuss the question beyond 
stating that the mujahideen have 
enough missiles, informed sources said 
that the administration appeared to 
have decided against providing any 
more Stingers after 300 were delivered 
earlier this year. The fact that the 
Soviets are withdrawing and the fear 





the REVIEW: “They are with- 
drawing for their own reasons. They 
won't reverse gear but we expect in- 
creased Soviet-Afghan aerial attacks 
and sabotage against Pakistan.” 

As one diplomatic analyst put it: 
"What goes in the name of war in Af- 
ghanistan is in fact three wars" — be- 
tween the superpowers, between Af- 
ghan communists and the rest, and 
among competing factions in the 
mujahideen. 

The Geneva accords provided for 
Soviet withdrawal and thus a basis for 
ending  superpower confrontation. 
While Moscow does not seem to care 
any more about what happens to the 
Kabul regime under President Najibul- 
lah, it cannot appear to be withdrawing 
while the regime is collapsing. And 
while Washington will be happy to see 
the communist government in Kabul 
collapse, its most important concern is 
to see that the last Soviet troops leave 
Afghanistan. The US is also reluctant to 
take sides in the "third war" among 
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the time: “I regard it not as an agree- | that too many of these weapons would | mujahideen factions. Hu 
es 
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Interim Report Highlights 1988 


ardine Stratec 


All strategic investments performed well during first half year. 


Jardine Matheson earnings per share up 30% 
Hongkong Land earnings per share up 896* 


Dairy Farm eamings per share up 3696 

Mandarin Oriental earnings per share up 2696 
Shareholdings in listed investments increased 

Jardine Matheson now 3296 held 

Hongkong Land now 3396 held 

Mandarin Oriental now 4396 held 








"The prospects for your Company's principal strategic investments remain 
encouraging, and we expect to benefit from the increased shareholdings in a 
number of these investments made since the 1987 year end." 


SIMON KESWICK, Chairman 
Hong Kong, 30th September 1988 


* Despite the demerger of Mandarin Oriental, whose results were included in the comparative figures Tor the 


first four months of 1987. 





HALF-YEAR RESULTS 








Six Months Ended 
30th June 




















| i 1988 

i SEI HK$ mion 

a M 

i. Turnover 82 

| Profit before taxation 525 
Taxation — Hong Kong (58) 

: — Elsewhere (59) 

Profit after taxation 408 
Minority interests (33) 
Profit after taxation and 

: Extraordinary items 9 





Profit attributable to shareholders 384 
Dividends 
— 64% Convertible cumulative 
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minority interests 375 
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preference (51) 
— Preferred ordinary (6) 
— Ordinary (44) 
283 
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Earnings per ordinary share 0.58 
Dividends per share 
— Preferred ordinary 0.15 
- Ordinary 0.07 














Net asset value per ordinary and 
preferred ordinary share 13.14 


pp 





* 79887 figures restated folowing adoption of deferred tax accounting 


Jardine Strategic Holdings Limited 
incorporated in Bermuda with limited fiability 








Connaught Centre, Hong Kong - Telephone: 5-8438388 Telex: 73255 JMGHO HX Facsimile: 5-200512 
























magazine. 


JAPAN FINANCIAL 


aaa 


REPORT 


Published Fortnightly . . . 


The Most Authoritative Newsletter Of Its Kind ... 

We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 


Hanson Uniquely Qualified . . . 
Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 






Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


"Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 

«which can help you chart a safe course through the labyrinth of Japan's financial world and at the 

.. same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


^ For Bankers, Brokers, Corporate Treasurers etc... 


= Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 


Japan's financial, economic and industrial well 
being. 


Act Now And Begin Reaping The Benefits... 
Don't delay! No other publication of any kind 
can match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
it with the indicated amount. 


JAPAN FINANCIAL REPORT is designed to 


help you by providing vital information you 


. need which in the short term might save you 
^ time, energy and money, and in the long term 
- help in strengthening your Japanese business 
activities. 


Guarantee... 


- Should the JAPAN FINANCIAL REPORT fail for 
: any reason to live up to your expectations you 
.may stop your subscription at any time. We'll 
. promptly refund the unused portion of your 
. subscription payment. So you see you have 
¿everything to gain and nothing to lose. 





SL NTE SN TE ORT a aE, 


Subscribe Now... 


Review Publishing Company Limited 
Publications Division 
GPO BOX 160, Hong Kong 


© Please enter my subscription to the JAPAN FINAN- 
CIAL REPORT for the indicated term. 


Ienclose cheque/M.O. in the amount of L Qn 





Cl Please charge my credit card. 


D 6months US$272 O 1year US$495 
(Payment may be made in equivalent in local 


currency) (Please print in block letters) 





Name 


Address 








Charge Saat 
card 





Expiry date 





Card Number 





R1013JFRF 


Signature s 
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Worrying about idle minds 


Employment opportunities pull behind youth expectations 


By Michael Vatikiotis in Jakarta 


A; Indonesia prepares to unveil its 
fifth five-year plan in March 1989, 
the government is seeking ways of ac- 
commodating what many now regard as 
an alarming labour problem. With a 
workforce of 72.4 million (about 40% of 
the population) growing at an officially 
estimated rate of over 3% a year, it is 
hardly surprising that President Suharto 
said recently that “the target of develop- 
ment should be the provision of jobs for 
all.” 

The provision of jobs alone, how- 
ever, is not going to solve Indonesia’s 
employment problem. A major 
headache is underemployment. The 
World Bank’s confidential country re- 
port issued in May 1988 described the 
large concentration of the workforce in 
low-productivity, low-earning activities 
as a “serious concern.” In a recent inter- 
view, Manpower Minister Cosmos 
Batubara said the growing number of 
those employed for less than 35 hours a 
week is high and prevails in all sectors of 
the economy. While the rate of un- 
employment stands at 2.64%, under- 
employment is thought to account for 
between 20% and 40% ofthe workforce. 

More serious though, are the in- 
creasing number of school and uni- 
versity graduates who either cannot 
find a job, or attain employment com- 
mensurate with their expectations. An 
estimated 62% of young people aged 
between 15 and 19 with a high school 
education were looking for work in 
1986. The fear is that this group, con- 
centrated as they are in urban areas, 
could pose a threat to stability. 

Although rising standards of educa- 
tion have reduced the average age of 
those joining the workforce, once they 
do their expectations are higher. Ac- 
cording to Department of Manpower 
officials, the problem is not so much 
that these young people will not eventu- 
ally find a job, but that the job will not 
suit their qualifications. This is in stark 
contrast to the boom years of the mid- 
1970s, when qualified graduates could 
expect prestigious positions in state en- 
terprises and the civil service. 

This spectre of large numbers of edu- 
cated but frustrated young Indonesians 
in the cities is already causing concern in 
security agencies. Even though general 
statistics show a net outflow of migra- 
tion from Java, young people with an 
education tend to leave the outer islands 
to seek jobs in the cities of Java. Tradi- 
tionally they would have been absorbed 
by the civil service which is massively 
concentrated in the capital, Jakarta. 

Since 1985, however, austerity in- 
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duced by the end of the oil boom has re- 
stricted opportunities in the civil ser- 
vice. With continued expansion and a 
wage freeze for the past three years, it is 
estimated that real income has declined 
35% in the civil service. 

Some at least, of the youth 
cohort will be absorbed by the drive 
to expand export industries. Of the esti- 
mated 10.9 million people joining the 
workforce in the period covered by the 
next five-year plan, about half are ex- 
pected to benefit from the export-led re- 
vival of Indonesia's economy. Others 
are less optimistic. A 1985 study con- 
ducted for the US Agency for Interna- 
tional Development concluded that 
economic growth below 4-596 for ex- 
tended periods of time is "simply not 
consistent with maintaining real levels 
of welfare and presumably with political 








rural workforce, at least on Java, has 
scarcely grown in the 1980s, mainly be- 
cause of migration to urban areas and 
declining fertility. But some have ex- 
pressed concern about conditions in the 
outer islands. Economist Mubiarto of 
Gajah Mada University in Jogyakarta 
has recently pointed out that income 
and expenditure disparities between 
Java and the outer islands, which used 
to be in the outer islands's favour, are 
now showing the reverse trend. 

To a great extent, the ironing out of 
Indonesia's labour problems is also a 
function of current efforts to decen- 
tralise government and give the regions 
greater autonomy. It is argued that this 
will not only create jobs, but also stimu- 
late productivity in a country where ex- 
cessive centralisation is now being seen 
as burden on regional development. All 
this, many hope, will be reflected in the 
next five-year plan. 

On another front, Indonesia may 
also come under pressure to improve la- 
bour relations. Although not influen- 
tial, the country's only legal union, the 
All-Indonesia Workers’ Union, has 





criticised the government’s current Rps 
2,000 (US$1.17) a day minimum wage. 








a r 
eui 


Student leaders take their grievances to government officials. 
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stability." Steady growth over 596, 
though targeted, appears for the time 
being beyond Indonesia's grasp, with 
average growth of 3.2% in 1987-88 
(April-March). 


Te government is now very much 
aware of the labour problem — and 
the linkages with other issues that gene- 
rate a possible scenario of deteriorating 
social order. Batubara, though new in 
the manpower ministry, is considered a 
good choice for the job. He sees stimu- 
lation of the informal sector through 
easier credit and vocational training as 
the best way to mop up under-employ- 
ment. However, he acknowledges that 
this strategy will not boost productivity, 
nor will it satisfy the aspiration of the 
younger, better-educated members of 
the workforce. “But for the time being, 
we need to survive," he said. 

The brunt of the employment prob- 
lem is being felt in urban areas. The 





Not only is this difficult to enforce, they 
say, it is also grossly inadequate. Most 
Indonesian civil servants, for example, 
take second and even third jobs after of- 
fice hours simply to make ends meet. 
Further unionisation seems a remote 
possibility in the current political cli- 
mate. But labour sources do not rule out 
the effective use by the US under a 
Democratic administration of the 
threatened withdrawal of tariff 
privileges. Under Section 301 of the 
1974 US trade law, tariff preferences 
can be withdrawn if a country does not 
take steps to recognise workers' rights. 
While Jakarta's recently appointed Am- 
bassador to Washington A. R. Ramly 
feels confident that “US labour unions 
do not have a negative opinion of labour 
regulations in Indonesia," US Special 
Trade Representative Clayton Yeutter 
wrote to Batubara urging him to *con- 
tinue efforts to improve the workers’ 


rights situation in Indonesia." u 
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By Michael Malik in Sydney 


he Australian debate during the past 
three months over Asian migration 

— an issue turned into a public contro- 
j|]. versy by opposition Liberal Party leader 
. John Howard — appears responsible for 


Those involved in 
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Migrating Asian businessmen fear discrimination 


The Westpac bank reports a decline | 
in the transfer of business migrant funds | 


from Asia over the past two months as in 


excess of 20%. Some of this might be | 
| explained by migrants waiting for the | 
some decline in the numbers of Asian | strength of the Australian dollar to de- | 
businessmen applying to settle here. | cline, but the major factor appears to be | 


— a decline in arrivals of 





migration, including 
migration consultants 
and banks, report a 
drop of 32-33% in 
‘business migration 
applications in the 
| period, according to 
>Jim Davie, president 
“of the Australian Mi- 
gration Consultants’ 
Association. Between 
July 1987 and June 
this year there were 
more than 2,300 busi- 
ness applications 
| from Hongkong, 
p Taiwan, Malaysia, 








-Philippines, with 
13 more than 1,100 being 
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such migrants. 


personally know 
prospective 
Chinese 


from Hongkong, 





tion stand on Asian 


to be the most sensi- 
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|| DIPLOMACY 


T. By Charles Smith in Tokyo 


he Japan Socialist Party (JSP), Ja- 
P. pan's largest opposition group, has 
‘| reached a critical stage in its efforts to 
-| -normalise its relations with South Korea 
-į without damaging the party's special re- 
_ | lationship with the North. The success 
-or otherwise of its efforts could indi- 
rectly affect attempts by the Japanese 
| Government to move closer to Pyong- 
| yang in the aftermath of the successful 
^] staging of the Seoul Olympics. 
v The JSP's bid to woo Seoul includes 
-p.plans for the first ever visit to South 
| .Korea by a senior JSP leader — party 
|- chairwoman Takako Doi. Doi has been 
'| invited to visit Seoul by Kim Dae Jung, 
| the leader of South Korea’s opposition 
-| Party for Peace and Democracy, and re- 
*[- portedly hopes to visit Seoul before the 
end of this year. But JSP spokesmen 
admit that it is still not certain that Doi 
1. will be granted a visa by the South Ko- 
“| ;rean authorities. South Korea is known 
«t9. resent the JSP's long-standing policy 
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| Seoul-searching socialists 


- Japanese opposition plays a middleman role in Korea 


of cold-shouldering Seoul in favour of 
Pyongyang. 

North Korea has not commented on 
JSP overtures to the South but may be 
“worried,” a senior JSP official told the 
REVIEW. Up until now, relations be- 


! tween the Japanese socialists and the 


Pyongyang leadership have been far 
closer than those of any other Japanese 
political party, including the Japan 
Communist Party. 

The JSP claims to have decided to 
change its policy towards South Korea 
after the December 1986 election of 
President Roh Tae Woo, which the 

arty considers as marking a shift away 
rom military to “partly” democratic 
rule in the South. However, the JSP still 
refuses to recognise the validity of the 
1965 treaty under which Japan nor- 
malised its relations with South Korea. 

-A senior JSP official said the rejec- 
tion was based on the Seoul regime’s 
claim to “represent” the whole Korean 


“There are several | 
factors involved inthe | 
decline, but the race | 
debate, without any : 
doubt at all, has been | 
one of them,” Davie | 
told the REVIEW. "I | 


ethnic | 
migrants | 


Taiwan and Malaysia | 
who have withdrawn | 
their applications be- | 
cause of the opposi- | 


migration and the de- | 
bate it has aroused." | 
Davie said that the | 
Malaysians appeared | 
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tive, because they are looking to escape - 
| a racially tense situation at home. 

| “Most Asians had forgotten about 
| the old White Australia policy. They 
| have visited Australia and found it wel- 
| coming and friendly. But with reports of 
| the debate over Asian migration, they 
| fear an anti-Asian backlash. While most 
| would be prepared to put up with some 
i unpleasantness for themselves, they do 
| not wish to expose their children to ra- 
| cism.” 

| There are other factors. The newly 
| introduced accreditation system, which 
| came into effect at the beginning of the 
| year, under which applications are 
| handled in the early stages by accredited 
| agents, has had some teething problems 
| which, until cleared up about six weeks 
| ago, had delayed some applications. 

| A third factor is the change in 
| categories which has made A$500,000 
| (US$392,000) capital plus A$150.000 
| settlement funds necessary for all busi- 
| ness applicants. with the scrapping of 
| the former categority under which an 
applicant only required a capital of 
A$150,000 plus proven entrepreneurial 
| skills. 

| Meanwhile, New Zealand also has 
| stepped up its competition for Asian 
| business migrants with a scheme 
| which requires only NZ$200,000 
| (US$122,324) for settlement. Under 
| this scheme, investment capital does not 
| have to be put up before migration is al- 
i lowed, so that funds do not have to be 
| liquidated in Asia until they are actually 
| needed. Canada, New Zealand and Sin- 


peninsula. Party officials still say this 
claim is invalid, though they now want ` 
to have "normal" relations with the 
South. JSP relations with North Korea 
have been "extremely cordial" since the 
early 1960s, party officials admit, 
though they add that the JSP has 
“never” endorsed Pyongyang’s claim to 
be the only legitimate Korean govern- 
ment. 


riendly relations with the North 
i were underscored in September 
| when a five-man JSP delegation, 
headed by secretary-general Tsuruo 
Yamaguchi, became the only Japanese 
group to be invited to attend cere- 
monies in Pyongyang commemorating 
the 40th anniversary of the establish- 
ment of the Korean People’s Demo- 
cratic Republic. JSP leaders who ac- 
companied Yamaguchi claim that they 
were given privileged access to top 
North Korean leaders. 

The JSP visit was followed by the Ja- 
panese Government's announcement of 
its decision to lift sanctions against 
North Korea which had been impos- 
| ed after the bombing of a South 
| Korean airliner by North Korean ter- 
| rorists in November 1987. JSP sources 
| 











have not directly claimed responsibility 
for speeding up this decision, which was 
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gapore are considered Australia’s chief | if social cohesion was endangered, 
rivals for Asian business migrants. | Howard has been battling to prevent 
Canada only requires a guarantee of the | the issue from becoming a political 
equivalent of A$250,000, but has not | liability. 
previously been as popular as Australia, It has already caused a split in his 
partly because of the climate and partly | party which saw three members cross | 
because Australia has more business | the floor in August to vote for a govern- | 
and other links with Asia. ment motion ruling out race as an ele- 
At a private meeting in Sydney at the | ment in immigration selection. And de- 
end of September, bankers and others | spite a ban on any member of his 
warned Robert Ray, the new minister | shadow cabinet speaking publicly on the 
for immigration, of several signs of eco- | issue, Nationalist senator John Stone 
nomic backlash from Asia. Putting the | stated publicly in the second week of 
blame on Howard, Prime Minister Bob | September that the opposition's policy 
Hawke said on 2 October that such signs | meant fewer Asian migrants if there was | 
were now quite clear and worrying. a change of government. | 
Howard was forced to sack Stone as 
t least one bank urged the restora- | opposition spokesman on finance, but | 
tion of the entrepreneurial category | the latter retained his position as leader | 
of migrants who, it was felt, were a good | of the Nationals in the senate and main- | 
asset and more likely to start a business | tained that Howard was a hypocrite for 
immediately, rather than the richer mi- | acting against him for stating a policy 
grants who continue to operate business | Howard initiated and still supports. 
abroad before starting an Australian Stone’s outburst may have been 
venture. carefully timed. It came in the last 
Officials are concerned that media | stages of the campaign for the Victoria | 
reports and word-of-mouth accounts of | state elections and it may well have been 
the immigration debate might lead | considered that a reminder to some vot- 
Asians to assume that some form of ra- | ers of opposition policy would be advan- 
cism has been adopted as official policy, | tageous. But so far it has been impossi- 
while in fact the government is standing | ble to tell whether Stone’s statement did 
firm against opposition proposals to in- | have any effect on the Victoria voting 
troduce a racial or regional elementinto | on 1 October. Going into the election 
the criteria for the selection of migrants. | with a six-seat majority, after the first 
Since raising the issue in July and in- | stage of counting, the Labor Party still 
corporating into a policy statement of | needs to win four of five undecided seats 
his party that a future Liberal govern- | on the delayed postal vote to retain 
ment would consider changing the pre- | power after a 1% swing in the popular 
sent non-racial criteria for immigration | vote to the opposition. 


ha ES EEE SN 


g| from family members. More substan- 
tive talks about the affair are expected 
to be held late this month when a mis- 
sion from the North Korean Worker’s 
Party visits Tokyo at the invitation of 
the JSP. 

The North Korean group will “al- 
most certainly” hold talks with the Ja- 
panese Government, JSP sources said, 
though the mission’s status will be 
strictly unofficial. The talks would be 
the first between any North Korean 
group anda representative of the Japan- 
ese Government since Japanese and 
North Korean diplomats met in Peking 
in the latter half of 1987 to discuss the 
detained seamen. | The international trading house active 

The JSP's hope appears to be that by | in pulp, paper, machinery, chemicals, 
acting as broker between Pyongyang | timber, building material, 


























tained seamen and other matters, tmay | ‘xtles, foodstuffs, : 
Doi: overture. sanneisumeuN! be able to gain the North’s understand- Steel, consumer goods. 
ing of its overtures to Seoul. The prob- 
originally to be announced only after | lem about this strategy appears to be Olof Hansson 
the conclusion of the Seoul Olympics. South Korean insistence that the JSP eap. 
But what the party does claim, is that | should explicitly “distance itself" from | första Långgatan 17. S-413 80 Goteborg, Sweden 
it was able to extract some concessions | North Korea before any official con- Telefax + 463112 67 35 
from North Korean leaders on a solu- | tacts are established with the Roh gov- Subsidiaries n Barcelona, Basel. Basing, Bombay, Copenhagen 
tion to the incident involving two Japan- | ernment. Seoul's attitude on these is- Drammen, Geneva, Hamburg, Helsinki, Hong Kong, Jakarta, 
ese seamen who have been detained in | sues should become clear when the JSP iius wies etanol oce 


Pyongyang for nearly five years. North | formally submits a visa application for 
Korea apparently hinted that it might | Doi “sometime before the end of the BEIJING OFFICE: Elof Hansson Beijing Representative 


4 : "si rear,” a party source said. Office, Minzu Hotel, Room 2127, 51 Fuxingmenwei Dajie, 
allow the two seamen to receive visits | y pana B | BEIJING, China, Phone: 65 85 41, ext. 2127, Telex: 20494 
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Zhao delivers economic report: impotent policies. 








CHINA 


By Robert Delfs in Peking 


T third plenary session of the 
Chinese Communist Party's Central 
Committee from 26-30 September 
should have been a confident 10th an- 
niversary celebration of the beginning 
of post-Mao economic and political re- 
forms. Instead, against a backdrop of 
spiralling inflation and the collapse of 
macroeconomic control over China's 
overheated economy, the committee 
announced that the next two years 
would be devoted to "restoring control 
of the economic environment and 
rectifying economic order." 

It is still unclear precisely how they 
intend to do this. Neither party General 
Secretary Zhao Ziyang's politburo 
work report nor Vice-Premier Yao 
Yilin's draft "Preliminary Programme 
for Price and Wage Reform" was re- 
leased immediately. And the brief com- 
munique only said that price reforms 
next year would be limited to "relatively 
small steps," and "efforts must be made 
to guarantee that the rate of commodity 
price increases is significantly 
lower." 

Premier Li Peng, speaking at a Na- 
tional Day gathering on 30 September, 
said that to control general demand and 
curb inflation “we must firmly do away 
with economic overheating, slow down 
overly rapid industrial growth . . . scale 
back over-extended capital construc- 
tion investment, check the inordinate 
rise in consumption funds, [and] exer- 
cise strict control over supply of cur- 
rency and credit." 

The irony is that "stabilising the 
economy while deepening reform" had 
already been the policy slogan for some 
time. Government policies have thus 
proved utterly impotent. 

In January, it was announced that 
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Lower gear to hold the road 


Control must be re-asserted if reform is to succeed 


credit would be tightened and money 
supply limited, yet in the first seven 
months of this year, bank loans have in- 
creased and the currency in circulation 
was 40% over that in 1987. GNP and in- 
dustrial output growth and investment 
in fixed assets have not been held down 
to their planned ceilings. Cuts ordered 
on institutional spending have been ig- 
nored, and the urban wage bill has in- 
creased by more than 25% and the addi- 
tion of foodstuffs to cash wages has con- 
tributed to the excessive growth of buy- 
ing power. 

It is this extreme breakdown of eco- 
nomic order and the failure of funda- 
mental policy controls that have set 
back the price-reform programme. The 
danger to the programme is not that 
the state will try to re-impose control 
but that it will fail in the attempt. 


ntil the leadership's new plans have 

been unveiled, it is difficult to ima- 
gine what can be done that has not 
been tried before. There are few lessons 
to learn from the last time the economy 
spun out of control, in 1984-85. That 
boom ended temporarily in 1986 be- 
cause China's factories simply ran out of 
raw materials at nearly the same time 
that the industrial banking system broke 
down in a chain reaction of defaults. It 
did not end because of successful mac- 
roeconomic intervention. 

The current high growth has been 
less intense but more sustained than in 
1984-85. After slumping, by late 1986, 
industrial output growth levels recover- 
ed to 14-16% and have stayed there 
since. But some economists believe that 
part of the reason why inflation is now 
worse is that there are tighter controls 
over the foreign trade system. 
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High growth in 1985 led to an explo- 
sive 50% jump in imports with China 
having to dig into its reserves to cover a 
sudden US$15 billion trade deficit. The 
tighter controls, have held import 
growth flat in 1986-87 while exports rose 
a cumulative 4496. In the first half of 
this year, imports rose 22.6% but ex- 
ports grew 29%. 

“No economy can maintain an indus- 
trial output growth rate in the high 
teens, high exports and low imports," 
one economist said. “Nor can you have 
10-2096 inflation with a constant ex- 
change rate." In effect, tighter import 
controls and a combination of export 
subsidies and devaluation fears have 
protected China's current account, but 
at the cost of intensifying domestic de- 
mand, which has compounded in- 
flationary pressure. 

If a solution to the crisis is to be 
found, Peking must find a way to con- 
trol money supply and bank lending. It 
cannot rely solely on the banking system 
to do so because conventional ap- 
proaches to controlling credit, such as 
raising interest rates, have not been ef- 
fective. 

China's enterprises have not been 
sensitive to changes in the costs of funds 
in the range of interest-rate increases at- 
tempted so far. Steeper increases may 
work, but they are more likely to push 
yet another tier of marginal state enter- 
prises into the red, turning the problem 
into a larger government deficit which 
still has to be financed. Quantity restric- 
tions on credit — the traditional non- 
market approach — have theoretically 
also been in effect all along. But en- 
forcement has been difficult. 

The issue will ultimately be a test of 
political will between the leadership in 
the centre and the provinces, depart- 
ments and enterprises which are defying 
central policy. 

"Orders must be obeyed and prohi- 
bitions observed," Li noted. "No de- 
partment, locality or unit may pursue its 
own narrow interests at the expense of 
the overall interests of the state and 
people. The principle of subordinating 
partial and local interests to overall in- 
terests must be followed without hesita- 
tion." 

They may be strong words, but they 
have been uttered before and have 
come to naught — partly because local 
leaders, whose regions or departments 
are benefiting from lax central control, 
were a crucial element in the broader 
political consensus behind reform. If 
the centre were to seriously attempt to 
reassert control, there will be political 
repercussions. 

But the urgency of the current crisis, 
and the potential threat to the political 
fortunes of the party and its leadership, 
may have strengthened the centre's 
hand. It may be that the only thing 
worse for local leaders than losing a 
power battle with the centre would be to 
win it. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe — 
because it's for a lifetime. 


Ellipse models are available 
in a variety of 
styles and movements 





PATEK PHILIPPE 
dic. 





Service SAG D., Ro azo j 
Tsimshatsu -Aunonzed Retailers: HONG KONG, B 
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C 44, Quee ral - / 
LANE C CRAWFORD LTD. 7O, Queen ral H 
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WATCH & JEWELLERY CO T D. 81 Nathe an Ro ad und Floor GEN JEVA WATCH CO 
64B Nathan Road - KING FOO OLD & JEWELLERY (KLN) CO., LTD ng 130, Nathan Road 
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Warm to the legend in Manila. 








MANDARIN ORIENTAL 





MANILA 


Over a century of unparalleled 
service and subtle splendour have 
earned The Oriental Bangkok the 
reputation of the finest hotel in the 
world. It has become, quite simply, 
a legend. Now you can warm to 
the legend in Manila. 

At Mandarin Oriental we know 
that business travel isn't the time to 
experiment with hotels. 


That's why special requests and 
attention to individual details are all 
part of our efficiency and hospitality. 
Business on your terms is our pleasure. 
But while you're relaxing by our 
swimming pool at the end of your 
business day, surrounded 

by exotic tropical gardens, you 

might take all this for granted. For 
once in your life, you can. 


MANDARIN ORIENTAL" 
THE WORLD'S FINEST HOTELS 


Mandarin Oriental: Makati Avenue, Makati, Metro Manila 3117. Tel: (2) 816 3601, TIx: 63756, Fax: (2) 817 2472. 
Bangkok « Hong Kong * Jakarta « Macau * Manila * San Francisco + Singapore » The Excelsior, Hong Kong (Associate). 
Reservations: Hong Kong (5) 486606, Singapore 339 0033, 339 0066 (toll free from Kuala Lumpur), your travel agent, "The^Jeading-Hotels of the*World or Utell International. 

















[TRAVELLERS TALES 








€ ON the coast of Sussex, in southern 
England, lies a somewhat seedy resort 
by the name of Bognor Regis (the last 
word indicating in Latin that it was once 
favoured as a seaside retreat by roy- 
alty). 

In July four warring Cambodian fac- 
tions and other parties involved in the 
Cambodian problem met in Indonesia 
and held informal talks, under the guise 
of a "cocktail party," at the summer 
palace at Bogor. The get-together was 
also somewhat confusingly labelled JIM 
— the Jakarta Informal Meeting. That it 
was confusing was brought home to 
Bush House, the headquarters of the 
BBC's World Service in London. It re- 
ceived an astonishing telex from a BBC 
southern county station, Radio Sussex, 
asking for details of the forthcoming 
meeting of the Khmer factions in — wait 
for it — Bognor Regis. 

The "cocktail party" was an unlikely 
enough event in Bogor itself — but the 
vision of the representatives of the com- 
munist nations of Indochina getting to- 
gether with the anti-Heng Samrin coali- 
tion, including the blood-thirsty Khmer 
Rouge, down in Sussex by the sea bog- 
gles the imagination. The fellows at 
Bush House would have been quite jus- 
tified in quoting the late King George V 
who reportedly was advised on his death 
bed to take a health-reviving trip to the 
Sussex resort. His last recorded words 
were: “Bugger Bognor!” 

€ INSULARITY reigns, but so does 
tribalism, as recent headlines have once 
again demonstrated — whether they re- 
ported Margaret Thatcher’s elevation 
of nationhood above the cause of Euro- 
pean unity, more deaths in south Pakis- 
tan as violence again erupted between 
the Mohajir and Sindhi communities, or 
the results of the Olympic Games. The 
Hongkong TV stations covered the 
Games by taking feeds from the New 
Zealand and British services — and 
their patriotic fervour was comic and 
pathetic to the eyes and ears of a third 
party. As Russians, East Germans and 
Americans surged down the home straight 
towards the tape the commentator was 
still lamenting that the Kiwi or Brit run- 
ner, way back in the field, had left his or 
her effort rather late. But the commen- 
taries were not as jingoistic as it appears 
were those of NBC which, fed back to 
Seoul, so infuriated the Koreans. 

International athletics are creating 
major industrial spin-offs, particularly 
in the pharmaceutical business. Obvi- 
ously, many are engaged in discovering 
drugs which stimulate and strengthen; 
those in turn create jobs for Drug 
Watchers, busily identifying those prep- 
arations which should be placed on the 
athletic black lists. They in turn make 
work for those developing techniques to 
trace such drugs in the human body, 

_who duly create a need for chemists to 




















discover more drugs to conceal the 
drugs. I wonder if ginseng will ever be 
banned? The extravagant claims made 
for the efficacy of this medicinal root 
made by the Koreans (and the Chinese) 
should remove it from the pages of any 
sporting pharmacopoeia. Take this typi- 
cal extract from the label of a bottle of 
ginseng: 

The preparation is a valuable ingre- 
dients of traditional medicine and tonic 
for strengthening mential faculties and 
physiques, tranquilize the mind by the 
mourishing the heart, produce the sper- 
matozoon, invigorate the marrow and 
invigorate the kidney. 

Any user's gold medal should be re- 
moved immediately. 

€ i| WATCHED the Games on TV 
with some regret: I had been due to at- 
tend myself but then had to cancel my 
press accreditation because of a meet- 
ing, which was thereupon postponed. 
By the time I re-applied, the authorities 
could allocate no seats to any event — 
only access to the Press Centre. So I 
cancelled out. My frustration was in- 
creased when the TV screen revealed all 
those rows of empty seats in the 
stadiums at most events. 

€ SEOUL was determined to out-do 
Tokyo's 1964 mounting of the Games, 
which possibly increased the signs of Ja- 
panese influences discernible on the 
streets of Seoul, including paragraphs 
of meaningless English across the chests 
of T-shirts. Aidan Foster-Carter pur- 
chased one from a hawker’s barrel 
in Myongdong. Bafflingly headlined 
* British Taste," the shirt carried the fol- 
lowing text: 

Art and production provides the best 
is a new full that important link to the 
[crown shape] models, stylists, media 
buyers a hers, efficiency is the name of 
At. 

This means creative talent and the 
finest — quality media campaigns at an 
affordable price. new full-service crea- 
tive production. 

This blurb was signed off with a motif 
depicting a pair of crossed flags and the 
motto Liveinfree (all one word). All this 
in a tasteful shade of lilac, from a maker 
whose label simply proclaims Banians. 
Could this possibly mean bananas? 

@ BUT the Koreans went on making 
their own mistakes. Giles Goldsbro 


spotted this menu at a Seoul roadside 
cafe. All the English translations pro- 
vide food for thought, including that for 
the laver dish, the equivalent of Omsubi 
in Japan which, reversed, looked more 
like a bolero soup: 











Swedish journalist Tom Hansson | 


also purchased a shirt in Seoul Jt | 


sported tabs sewn on to the chest which | 
read: £ UP 


















Once upon a time there live: 
a gri and a boye —— 
They are troublemakers. 








€ TRAVEL agencies arranged. extr 
tours for the ames. One of them 
advertised its attractions with its. 
own internal linguistic logic: after 
all, when you have mornings. 
evenings, it is only right and p 
per that you should have afterr 
ings: Gus 
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Seoul Clty Tour iv sada) US$ 14,00. 
9 Mbrning EH US$ 14.00 


e Afterning ird 


US$ 1400 
Folk Village Tour (etait) 





That was spotted by another Scan- e 
dinavian, an 


featured basic 


notes: 


very explanatory 





B EXPLAVATORY NOTES| | 








Not quite so basic as a notice in the. |- 


men's room of conveniences alongside | 


South Korea's main expressway sent in 


by Maggie Dodds (whose husband, she. |. 


emphasises, took the picture). As she” 


comments, it represents a step forward 
from the days when no paper at all was | 


provided in public toilets; the next step 


forward will be when paperis provided: | 
in each stall. Meanwhile, one must Be ^] 


Prepared. 





TERMED 
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l Dane in Tokyo, Paul | 
Svejstrup Nielsen, who also purchased | 
a Sony short-wave guide book which | 











CFM INTERNATIONAL IS A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY USA 





Leading edge. 


CFM56 engines offer unmatched 
savings and performance well into 


the 21st century. 


That's because these engines 
combine a proven, world class 
design with continuing technology 


improvements. 


The newest CFM56, has FADEC 
(Full Authority Digital Engine 
Control) plus modulated clearance 
controls throughout. It has the most 
advanced high pressure turbine in 
the business and a high perform- 
ance fan design with superb growth 
capabilities. 


The result is the CFM56-5: a sure 
way to combine low risk and high 
technology. 


cfm C) international 











INDUSTRIAL JAPAN — 




















a adi | 


Artificial fibre garment; carbon fibre tail fin: making the most of technolog ly. 














Strengthened yen proves good news for Japanese industry 


On the verge of a splurge 


By Charles Smith in Tokyo 
A the end of 1986, 15 months after the historic meeting 


in New York's Plaza Hotel at which finance ministers | 
and central bank governors agreed to devalue the US | 
dollar and revalue the yen, one of Japan's more famous cap- 
tains of industry told the REVIEW that Japanese industry was 
facing the worst threat to its survival since the war — far | 
worse, he added, than the challenges represented by the two 
oil shocks of the 1970s. If this judgment was correct, the con- 
clusion can only be that Japan thrives on living dangerously. | 
Today, three years after the start of yen revaluation, | 
Japan’s industry has not only survived but appears to be on 
the verge of its biggest investment splurge since the early 
1970s. Investment in new plant and equipment by manufac- 
turing industry is forecast to jump by 25% during the 12 | 
months to March 1989. | 
To clinch the point that revaluation has been a net source | 
of benefit, most of Japan’s major industries 


entirely clear, the shift to a higher exchange rate seems 
to have done far more to boost demand within Japan by 
stabilising prices than to depress the economy by squeezing 
exports. 

Yen appreciation produced a sharp downturn in GNP 
growth rates (and an actual fall in the level of industrial pro- 
duction) in the first 12-15 months after the Plaza meeting as 
export volumes shrank and worried manufacturers cut back 
on the level of their investment in plant and equipment. 
From then on, however, the effects seem to have been 
strongly positive. 

A widely quoted estimate by the Japanese Government’s 
Economic Planning Agency suggests that between Sep- 
tember 1985 and March 1988 the economy may have bene- 
fited from a higher yen exchange rate to the tune of some ¥29 
trillion (US$214.8 billion), in the form of savings on the yen 
denominated cost of imported raw mate- 





appear more broadly based today, both 
geographically and in terms of product 


range, than on the eve of the Plaza meet- ON OTHER PAGES Southeast Asia. 
ing. The question is whether this achieve- Steel 51 About * 14 trillion worth of these sav- 
ment is a sign of Japanese resourcefulness Textiles 54 ings fed directly through to consumer 
in meeting any and every crisis, or whether Food 56 prices, the EPA estimates, helping to 
yen revaluation was, after all, a blessing in Defence 64 suppress inflation, and thus indirect- 
disguise for the economy. The answer ap- Vehicles 68 ly boosting domestic demand at precise- 
pears to be a bit of both. Electronics 70 ly the moment when Japan's traditional 
The first point which analysts now make Precision Instruments __ 72 pattern of export-led growth was ceasing 
about the pros and cons of yen revaluation to function in the same way as before 
is that, for reasons which are still not revaluation. The other ¥15 trillion 





rials or via cheaper imports of manufac- 
tured goods from the US, Europe and 
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showed up in the form of cost savings for industry. 

Since more than half of Japan's manufacturing industries, 
and many key services such as electric power generation, are 
ultimately dependent on inputs of imported materials the im- 
pact of yen revaluation was to raise profitability virtually 
across the board. This in turn increased industry's ability to 
finance structural change and to afford wage increases which 
helped to boost consumption. 

The tonic effect of cheaper imports on corporate profit 
levels and on private consumption might have been enough 
to revive Japan's economy by the end of 1987 without any 
help from the government, some economists believe, but in 
fact powerful help was forthcoming. Impressed by the need 
to shift the pattern of growth from exports to domestic sales 
in the wake of yen revaluation the authorities pumped X6 
trillion worth of additional demand into the domestic econ- 
omy between the summer of 1987 and spring 1988 by means 
of the now famous growth package (unveiled by the 
Nakasone cabinet on the eve of the 1987 Venice summit). 

The ¥6 trillion package may not have “turned the econ- 
omy round" as government leaders claimed, but it certainly 
created a new climate of confidence at a time when most ana- 
lysts were still apt to see currency ap- 
preciation as a threat rather than an op- 
portunity. It may be no coincidence that 
many Japanese companies started revis- 
ing their investment projections up- 
wards from the autumn of 1987 follow- 
ing two years of sharp cut backs in most 
leading industries. 

The third major reason why Japan 
has come through the experience of yen 
revaluation with flying colours may 
have been the sense of crisis which per- 
vaded Japanese boardrooms for at least 
the first two years after the Plaza agree- 
ment and which apparently still per- 
vades many of them today. In the years 
leading up to Plaza assembly, industries 
such as cars and consumer electronics 
appeared to have hit on a formula 
for almost effortless growth, based 
on Japan's superiority in production 
technology for standard mass produced 
goods and on the readiness of US con- 
sumers to keep on buying regardless of 
steadily widening trade imbalances. 

The 5096 jump in the yen's dollar-denominated value 
which occurred between autumn 1985 and the end of 1987 
seems to have changed all that. But Japanese companies evi- 
dently took the point that change was overdue anyway, par- 
ticularly in the way production capacity was distributed be- 
tween Japan and offshore production bases in Southeast 
Asia, the US and Europe. 








Workers: unemp. 
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tries ranging from steel to textiles and from consumer 

electronics to food processing. In most cases imple- 
menting such plans has meant increasing rather than cutting 
back on overall levels of investment in plant and equipment, 
though not necessarily within Japan itself. 

"Restructuring" can mean widely different things in dif- 
ferent industries, as the series of sector-by-sector articles in 
this FOCUS indicates. In the case of export-oriented assembly 
industries such as cars and consumer electronics, "survival 
strategies" usually involve shifting production of low value- 
added products from Japan to the newly industrialised coun- 
tries while attempting to develop new high value-added pro- 
ducts for manufacture in Japan. 

Materials industries such as steel and textiles have focused 
less on the transfer of production overseas, and more on 
diversification within Japan itself — in some cases into sec- 
tors that are completely unrelated to the company’s original 
business. But the dominant theme in most industries' restruc- 


T he result has been a rash of restructuring plans in indus- 








ent fears. 
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turing plans appears to be internationalisation, either 
through direct transfer of production facilities abroad, or 
through offshore procurement of parts and components to 
lower costs of products still being made in Japan. 

The fact that exchange-rate shifts have made overseas in- 
vestments look cheap has presumably worked as an addi- 
tional incentive to Japanese companies to think globally, 
especially when investments are denominated in US dollars 
or currencies that are closely tied to the dollar. As an instance 
of how this process can work Japanese corporations more 
than doubled their acquisitions of US securities in the first 
half of 1988, as compared with year-ago levels. 

The snag about Japan's dramatic shift of production over- 
seas in the eyes of labour leaders and even of many 
economists has been the risk of creating structural unemploy- 
ment at home. The “hollowing out" of US industry that oc- 
curred in the early years of the Reagan era as the strong US 
dollar sucked in imports and forced manufacturers to pro- 
cure finished goods on consignment from foreign makers 
seems to have passed into legend in Japan. Despite the al- 
most desperate pace at which many 
companies have been moving produc- 
tion abroad, fears persist that a similar 
process of kudoka (hollow-isation) 
might eventually cripple Japan’s own 
manufacturing sector. 

Rapidly rising unemployment during 
the first 18 months after the start of yen 
revaluation seemed to confirm this fear, 
though the peak level of 3.19% reached 
in the summer of 1987 still looked low 
by Western standards. But from mid- 
1987 onwards another process seemed 
to have taken hold. Japan’s “desperate” 
expedient of shifting production out of 
the country in order to compensate for 
the high yen has been matched increas- 
ingly by a new kind of growth of within 
Japan itself. 

In consumer electronics, apparently 
mature markets for colour TV sets and 
video-tape recorders have been given 
a new lease of life by manufacturers’ 
ingenuity, and by the increased liv- 
ing space that has resulted from a 
domestic housing boom. The rush to buy larger TV sets 
(with screen sizes of up to 120 cm) is only one example of 
this. 

Sales of these and other high value-added products go far 
to explain why profits in Japanese manufacturing industry 
are expected to climb back to well over 5% of sales in the fis- 
cal year ending March 1989 — probably setting a new record 
for the 1980s, and perhaps even equalling levels set before 
the first oil shock in 1973. 

High sales and high profits may also explain why pro- 
jected investments in new plant and equipment of Japanese 
manufacturers are increasing at a rate not seen since the early 
1970s. To sum up, yen revaluation and its attendant affects 
seemed to have launched Japanese industry on a virtuous cir- 
cle, not the vicious circle of rising costs and declining produc- 
tion levels that was so widely expected when the rate first 
began to move. 

The caveat which needs to be added to this is that it is 
manufacturing industry that has apparently benefited from 
the challenges and opportunities of exchange-rate shifts, not 
the service sector. Japan’s high cost, and uncompetitive ser- 
vice industries, including retailing, telecommunications and 
transport have remained largely insulated from the pressures 
felt by manufacturers and are almost certainly less efficient 
than their counterparts in most other advanced industrial 
countries. Finding a way to make the winds of competition 
blow through services may be the next big challenge. u 
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the privileges come nonstop. 
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Business travelers appreciate the privileges that come 
with flying United to America. 
For starters, there's United's VIP Hotel Program. It 
offers First and Business Class fliers special rates at 41 
Westin, Vista International, Hilton and Hyatt Regency R ; i: L n = z 


hotels in 19 U.S. cities, including all our gateway cities. 
First Class travelers also receive special assistance from UNITED RESERVATIONS AND INFORMATION 
their own concierge. You'll find a United Concierge in our ®TOKYO (03) 817-4411 € OSAKA (06) 271-5951 e NAGOYA (052) 571-5488 
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Once in America, United’s vast domestic network is at 
your service. We serve more cities in America than any 
other airline. Wherever you’re going, United is a great way 
to get there. 
So when business calls you to America, just call your 
travel agent or United. And enjoy friendly skies privileges 
long after you arrive. 


* United Concierge Service not available in Beijing and Shanghai. 
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New business 
ventures | 
bolster industry 


By Carl Goldstein in Tokyo 


he casual observer might be forgiven for missing the 
T exnnection between Japan’s Space World Amusement 

Park, new housing developments aimed at the singles 
or senior citizens market, semiconductor production, and 
ventures to exploit advances in superconductivity research — 
not to mention dozens of others. 

But all these activities have one thing incommon: they are 
the new face of the Japanese steel industry. 

The big five steel makers — Nippon Steel Corp., NKK, 
Kawasaki Steel, Sumitomo Metal Industries, and Kobe Steel 
— are engaged in what they regard as a life-and-death strug- 
gle to come to grips with the realities of the strong-yen world. 

The yen’s appreciation, which began after the September 
1985 meeting of five national finance ministers at a New York 
hotel, hurt Japanese steel exports badly. In 1987, export 
levels plunged below 26 million tonnes for the first time since 
1973. 

At the same time, imports increased dramatically — rising 
42% in 1987 alone, reaching the highest level ever in absolute 
terms. The biggest gains were enjoyed by the South Koreans, 
who 15 years ago had set out to emulate the Japanese steel in- 
dustry’s earlier successes. 

In just one year (to March 1987), the five major com- 
panies lost about ¥400 billion (US$2.5 billion). Total pro- 
duction of crude steel sagged almost 7% in 1986, falling 
below 100 million tonnes, as the whole Japanese economy 
reeled before the hammer blows of yen appreciation. 

The response by steel makers to these dire conditions was 
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owned companies or joint ventures with established firms 
already working in a variety of fields. The objective 
is simple: to ensure continued overall corporate growth, 
even in an environment that for the steel industry it- 
self is expected to be most unfriendly. Directly steel- 
related revenues are forecast to be virtually flat for years 
to come. 

If diversification plans proceed as planned — a big if, 
given the uncertainties and competitive nature of the pro- 
posed new businesses — then non-steel activities are to sup- 
ply 50% or more of revenues by 1995, according to company 
officials at the Big Five. 

At first glance, the seeming crisis atmosphere in executive 
offices of the Big Five steel makers does not jibe with the re- 
covery they are now enjoying. For the most recent fiscal year, 
which ended in March, each company went from fat losses to 
— in most cases — even fatter profits. 

Net earnings at Nippon Steel, easily the largest integrated 
steel maker in the world, for the latest fiscal year (which 
ended in March) shot up to ¥31.88 billion on sales of ¥2.15 
trillion. The profit figure compared with the loss the year be- 
fore of Y 13.08 billion. 

Despite slightly declining overall sales, the other steel 
companies' results improved dramatically as well. Overall 
net profits by the five majors amounted to €61 billion. 

The good news on the earnings front had little to do with 
their diversification efforts, however. Although hundreds of 
new companies and ventures of various sorts have been 
started, few have begun contributing to company revenues, 
let alone profits. Instead, the turnaround came in the steel 
business itself. 

In part it was the success of their streamlining program- 
mes. The steel-making process has been more fully auto- 
mated: fuel consumption was cut by the introduction of 
more efficient basic oxygen furnaces, which make pig iron 
out of iron ore, coal and limestone, and blast furnaces, 
which turn pig iron into crude steel. More production has 
been shifted over to specialty steels, which bring higher re- 
turns. 

Just as important to the abrupt turn in steel makers' for- 





to launch far-reaching rationalisa- 
tion and diversification program- 
mes. "We had no choice, we had 
to change the way we did busi- 
ness to ensure our long-term 
survival,” said a steel execu- 
tive. 

Eight of the 32 blast furnaces op- 
erated by the Big Five are to be 
closed by 1991 and total steel- 
making capacity is being cut. Their 
steel-making workforce will be cut 
from 142,000 to 100,000 workers 
by 1991, though — in the Japan- 
ese tradition of cooperative union- 
management relations — the com- 
panies claim no one will be fired. 
Part of the reduction will be 
achieved through attrition. The re- 
mainder were to be hived off to 
work in the new businesses now 
being started. 

By the end of 1987, total employ- 
ment in the whole steel industry had 
decreased to 314,000 from 338,000 a 
year earlier. Other cost-cutting and 
streamlining measures are also 
being implemented by Japan's steel 
makers. 

Diversification has entailed 
starting a whole range of new ac- 
tivities, either as new wholly 








Pouring steel: streamlining needed. 


tunes was the domestic economy’s 
stronger-than-expected perform- 
ance. A number of factors combined 
to create heavy demand for steel 
products of all sorts. These included 
booming sales of vehicles and elec- 
trical appliances, the Japanese Gov- 
ernment's 1987 X6 trillion pump- 
priming domestic stimulus program- 
me, and a strong residential and 
commercial construction market. 

Industry-wide crude steel pro- 
duction has rebounded from the 
darkest days of the 1986 recession, 
when most observers believed pro- 
duction would more likely fall to 90 
million tonnes than ever again top 
100 million. Now, however, analysts 
are predicting crude steel produc- 
tion of 102 million tonnes this 
year. 

Another factor in the resurgence 
of the steel makers has been the 
strong performance of their long- 
standing non-steel divisions — par- 
ticularly heavy engineering and con- 
struction. Using the experience 
gained building their own mills, har- 
bour facilities, and cargo-handling 
equipment, the Big Five have gar- 
nered contracts from overseas cus- 
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pipelines, and other big projects. 

This sector rallied particularly 
strongly in the second half of last fis- 
cal year, with sales rising 22% as a 
result of strong demand from 
domestic public works projects and 
increased industrial capital invest- 
ment. The first six months of fiscal 
[988 looks to be just as strong. 

Japanese steel makers benefited 
from stable or declining energy 
costs. Crude oil remained around 
US$18 a barrel, which the rising yen 
made even cheaper. Iron-ore 
suppliers in Australia, Brazil and 
other countries lowered their prices 
by 6-9% , while Canadian and other 
coking coal suppliers cut prices by 
about 10% last year. 

But the big steel makers are plac- 
ing their greatest hopes on areas far 
removed from their traditional lines 
of business. Now that the Japanese 
have discovered leisure — in theory, 
if not in practice — steel companies 
are joining a rush of others into the 
new field. 

Nippon Steel’s Space World is a 
US$150 million bet that every year 


would take until at least 2000 before 
his group could reach its target of 
X100 billion in annual sales. 

The first component of the com- 
pany's strategy is to pick market 
niches that would enable NHK to 
avoid a head-on collision with long- 
established electronics firms. The 
second is to establish links with 
joint-venture partners. 

Recruitment of the right people 
to staff the division is a serious prob- 
lem, however. Some 100 have been 
taken on since the group was formed 
a year ago, but 1,000 or more will be 
needed. 

Some were found within the 
company — factory automation en- 
gineers, computer technicians, 
software specialists, electrical en- 
gineers and others who had been in- 
volved in NHK’s earlier in-house 
automation efforts. The rest are 
being sought in universities and es- 
tablished electronics firms — 
though the absence of a Silicon 
Valley-style job-hopping mentality 
in Japan makes recruitment dif- 
ficult. 

The unifying theme in the ven- 
tures that have started up already is 





as many as two million Japanese 
children and their bill-paying parents will flock to a Disney- 
style theme park offering the chance to "experience the am- 
bience of space" in three and four-day training camp pro- 
grammes, among other delights. The park is being built on 
a newly abandoned section of the company's Yawata Steel 
Works, on the northernmost point of Kyushu, Japan's south- 
ernmost island. It is scheduled to open in the spring of 
1990. 

All sorts of wild ideas are being raised about how to use 
soon-to-be abandoned steel-making facilities — sprawling 
sites worth vast amounts of money, given Japan's astronomi- 
cal land values. Nippon Steel is also in the midst of discus- 
sions with US movie makers MCA on building a replica of 
Hollywood's Universal Studios, long a big attraction for Ja- 
panese tourists in the US. Possible sites include the com- 
pany's Kimitsu Works, near Tokyo, or the Sakai mill abut- 
ting Osaka Bay, midway between downtown and the new 
Kansai airport. 


related ventures on the drawing boards, plus a few al- 

ready in operation. Sumitomo Metal Industries last 
year set up a “flying park" near Narita — dubbed Top Sky — 
for people wanting to fly ultralight aircraft. Using land it 
owns, the company is also building health clubs with restau- 
rants and other entertainment facilities in Osaka's centre-city 
Midosuji district. Completion is set for next autumn. 

NKK is launching an aggressive programme to utilise 
some of its more than 900 ha of land in the Tokyo and 
Yokohama areas. Construction has already begun on a 
number of projects, including condominiums, rental apart- 
ments for young singles, and restaurants. "These community 
development projects show the best promise for early pro- 
fitability of all our new businesses," said a company execu- 
tive. 

NKK is not jumping into the property-development busi- 
ness by itself. Several projects involved joint ventures with 
Mitsui Real Estate, Maeda Construction, and other big com- 
panies. 

Early profits from these projects will be essential to allow 
more long-term projects to come to fruition. Kazutoshi Mat- 
suda, executive director of NKK's electronics division, said it 


T: other major steel makers have dozens of leisure- 
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for the division to function as a sort 
of high-technology trading house. This is explained to mean 
buying products — generally hardware — from outside com- 
panies, adding value, and then reselling it as a whole sys- 
tem. 

For example, NKK is buying Convex mini-supercom- 
puters from the US company. Then, in conjunction with a 
Japanese software house the electronics division develops 
computer-aided design and manufacturing software for 
re-sale, together with the hardware, to outside com- 
panies. 

The other big steel makers are making the move into elec- 
tronics as well. In April, Nippon Steel set up a new wholly 
owned subsidiary called Nippon Steel Information and Com- 
munication Systems, capitalised at ¥2.2 billion and with 
some 2,100 employees. The firm's main business — which is 
forecast to reach ¥60 billion in sales by 1993 — will be de- 
veloping and operating computer systems for manufacturing 
and finance companies. 

Nippon Steel at the same time set up three 51%-owned 
joint ventures with IBM Japan, Hitachi and trading giant C. 
Itoh for a variety of computer-related activities. 

Among the Big Five producers, some analysts feel that 
Kawasaki has moved most adroitly in its efforts to change 
with the times. Nippon Steel, on the other hand, has been 
hobbled by its mammoth size and relatively greater depen- 
dence on steel. 

Kawasaki's workforce-reduction plan — which envisioned 
cutting staff by 5,300 to 14,000 — was already 65% complete 
by March this year. The company has also shifted production 
to its Mizushima works, which is more efficient than the older 
Chiba works near Tokyo. Just as important, its diversifica- 
tion programme seems to be closer to bearing fruit than some 
of its competitors. 

Kobe Steel, the smallest of the Big Five steel makers, has 
the advantage of starting its rationalisation and diversifica- 
tion programme well ahead of its competitors. Only 46% of 
revenues which amounted to ¥976 billion came from iron 
and steel. The rest was primarily in machinery, aluminium 
and copper, and welding. New businesses currently make up 
about 10% of sales. A company spokesman said the goal was 
to reach 30?6 of revenues from such areas as biotechnology, 
electronics, and superconductive materials. oO 
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global trading requires more 
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As a worldwide trading power, J.P Morgan cant rely on 
routine assumptions. We must anticipate developments 
and constantly test our appraisals in the marketplace. 
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more than routine risks. So we draw on the resources 
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Diversification 
‘helps to 
protect profits 


By Bob Johnstone in Tokyo 
nable to stem the tide of cheap imports of Asian cloth 
U and clothing now pouring into their country, Japan's 
textile companies are fighting to survive. Imports, 
mainly from South Korea, Hongkong and Taiwan, are rec- 
3-koned to have taken as much as a third of the € 13 trillion 
: (USS97 billion) Japanese market. Penetration in some areas, 
| notably knitwear, has already topped 5096. To avoid being 
| swamped by this tide, the Japanese have come up with two 
* strategies. 

c The first is to move away from textiles and into other, 
- more promising fields. This strategy, begun in the early 
1970s, has gained new urgency with the dramatic apprecia- 
tion of the yen. As a result, the textile industry has become 
the most diversified in Japan. In the future, it will become 
more so as its members continue to look elsewhere for their 
growth. Leading the way is the Japanese industry's largest 
company, Asahi Chemical, which has reduced its reliance on 
textiles from 75% of its sales in 1965 to just 20% today. 

However, the industry is not about to abandon its origins 

. entirely. "Textiles are still a promising business," asserts 
Katsunosuke Maeda, president of Toray, Japan's second- 
largest textile company. 

Some parts, however, are more promising than others. 
The high yen has put paid to most exports of textiles by Ja- 
panese companies. It has also enabled imports to claim the 
lower end of Japan's domestic market. What is being im- 
ported, according to the Japanese Fibre and Textile Re- 
„search Institute, is mostly underwear, towels, sheets and 

"home furnishings. But the largest chunk of Japan's clothing 
market is women's wear, of which synthetic materials ac- 
count for 4096. 

The dominant characteristic of this market is fashion. This 
favours the domestic suppliers, because their proximity to 
the fast-moving market enables them to deliver more quickly 
and more often. Proximity also reassures ultra-pernickety Ja- 
pore buyers that any complaints about product quality will 

e promptly dealt with. 

: 'The textile industry's second strategy is thus to concen- 

|. trate on producing higher value-added (hence more profita- 

ble), fashion-oriented materials that are still beyond the 
technological ability of their Asian competitors. Japanese 
companies have already proved adept at producing such ma- 

«1. terials. In 1966, for example, Toray came up with the world’s 

first artificial suede. Made from ultra-thin fibres — a single 

i gram contains 150 km of them — artificial suede weighs half 
-as much as the real thing. 

The company has continued its research on micro-fibres. 

An unexpected hit product last year among bespectacled Ja- 

panese was a micro-fibre lens cleaning cloth. Because they 





|| are so small, the fibres pick up specks of dirt and dust better 


than the conventional silicone-impregnated cotton cloths, A 
further advantage is that they are washable. Production of 
the new cloths is now running at 400,000 a month. Attracted 
by this volume (and a retail price of 700), other textile firms 


| have rushed out imitations. 


Fabrics woven from polyester are a type of value-added 
2]. material that South Korean and Taiwanese manufacturers 
: om yet make, claims Toray executive vice-president 




























Kohei Sakamoto. One reason is that they are woven using 
special threads developed through joint research and close 
cooperation between weavers and fibre makers. Such inti- 
mate relationships, characteristic of Japanese industry as a 
whole, are not often found in other countries says Sakamoto, 
whose experience of Asian conditions includes a five-year 
stint in Hongkong. 

In addition to weaving, Japan is also strong in dyeing fab- 
ric. The country’s craftsmen derive this skill from centuries of 
experience with indigenous dyes such as indigo. 

A third edge that the Japanese textile industry has over 
competition in other countries is its ability to develop innova- 
tive machinery. In yarn production, for example, the bobbins 
on Japanese spinning machines typically twirl at 6-7,000 rev- 
olutions per minute — up to twice as fast as conventional 
machines. Toray’s machines were developed by an engineer- 
ing subsidiary; unsurprisingly, the company does not expect 
to be selling them to outside (i.e., Asian) customers for a 
while yet. 

Finally, to reduce costs, the Japanese have applied their 
usual meticulous approach to factory management. Rigorous 
rationalisation and the introduction of computer controls 
mean they need fewer workers. Far fewer, in Toray's case: 
in the past three years, Sakamoto claims the company has cut 
its payroll by 20% , from 12,500 to 10,000. 

Although he concedes that the company's textile business 
cannot be expected to grow, Sakamoto does not expect to see 
it shrink, either. He points out that over the past 15 years, the 
total capacity of the Japanese textile industry has not 
changed. "And we should be all right for at least the next five 
years, too," he believes, especially with the shortage of skill- 
ed labour in Asia and the recent appreciation of the NT dol- 
lar and the won. Others in the Japanese textile industry are 
similarly optimistic. 

An important factor which has helped Japanese textile 
companies survive the onslaught from Asia is their own mas- 
sive investment — one estimate puts it at US$1.2 billion — in 
Asian mills. Many firms moved offshore, typically setting up 
joint ventures and subsidiaries in Indonesia, Malaysia and 
Thailand, 15-20 years ago, well in advance of the rest of Ja- 
panese industry. 

But it is only recently, Sakamoto claims, that this invest- 
ment has begun to show a return. Companies have had to put 
in a lot of cash and management effort over a long period. 
Now, however, key manufacturing concer such as quality 
control are apparently well established. Toray is sufficiently 
confident in its Indonesian mills to have just equipped them 
with the latest high-performance air-jet looms. 


owned by Japanese companies have been aimed at Ja- 

pan’s domestic market. This is because they were set up 
with the US and European markets in mind, and switching over 
is more than a matter of merely re-directing consignments. 

In public, the companies claim that they will not target the 
home market for fear of damaging the domestic textile indus- 
try, still one of the largest employers in Japan, with an esti- 
mated 2.8-3 million workers. In private, however, executives 
concede that the amount shipped to Japan from Asian sub- 
sidiaries will increase. 

But even as confidence about the future of the Japanese 
textile industry waxes, emphasis is increasingly shifting away 
from textiles and on to non-textile business. The trend can be 
most clearly seen in the ratio of research and development 
funds directed at new fields. Spending on non-textiles 
amounts to 70% by Toray and Mitsubishi Rayon, and 75% 
by Teijin, which is proportionately still more dependent on 
textiles than its rivals. 

All three companies say that they would like to reduce 
their reliance on textiles to 50% within the next few years. In 
this, they can draw inspiration from Asahi Chemical, the 
most diversified company in the Japanese textile industry. 

The roots of this diversity go back more than 50 years. As 
the name Asahi Chemical suggests, the company was not ini- 


Te far, surprisingly few of the products of Asian mills 
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tially a textile maker at all. Unlike Toyobo and Kanebo, 
which were originally spinners of yarn, or Toray and 
Kuraray, whose original business was the production of 
rayon, Asahi Chemical started out as a maker of ammonia. 
Some of ammonia's by-products — acryl in particular — lent 
themselves to the synthesis of textile staples. The company 
developed thread-making technology and, almost uninten- 
tionally, became a textile maker. 

But Asahi Chemical remained faithful to its origins. In 
1965, when the rest of the Japanese textile industry was mov- 
ing offshore, the company decided instead to invest heavily 
upstream, in petrochemical plant and equipment, to ensure 
self-sufficiency in basic chemicals. 

Using these, it was able to develop a range of plastics (for 
example, for wrapping food) and synthetic rubbers (for 
tyres) and speciality resins (now finding an increasing 
number of applications as a lightweight substitute for 
aluminium in cars). These products now account for 30% of 
the company's sales, and their largest single segment. 

A second outgrowth from Asahi Chemical's basic abilities 
was food seasonings, principally monosodium glutamate. 
This in turn has given the company fermentation skills, a 
basic requirement for entry into biotechnology. In collabora- 
tion with US firms, Asahi Chemical has developed several 
genetically engineered drugs, including one — TPA, an 
agent which dissolves blood clots in stroke patients — which 
is now in the final stages of clinical trials. 

But what makes the company's record of diversification 
particularly impressive is the way it is prepared to jump into 
completely unrelated fields — and make a success of them. 
The best example of this is construction materials, which 
Asahi Chemical entered in 1965 with no prior experience. 

The company's success was initially based on sales of 
lightweight concrete panels, whose smooth surface made 
them suitable for exterior applications. These it produced by 
steaming them in a sort of giant pressure cooker. 

Then, in 1972, the company progressed to the production 
of entire prefabricated homes made from the material. 
Today, Asahi Chemical claims to rank fifth or sixth in Japan 
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in prefabricated housing. and top in the Tokyo area. Aided 
by the boom in domestic demand, the company now derives 
27% of its sales from construction materials. 

Asahi Chemical has developed an interesting method ot 
choosing promising new fields into which to diversify. It puts 
together groups of young employees in their 20s and 30s to 
study possible areas. A powerful motivation for group mem- 
bers is that business derived from the areas they choose must 
be capable of supporting them later in their careers. 

Most recently, asked to determine what would be the 
most profitable businesses to be in next century, two such 
teams both came to the same conclusions: biochemicals and 
electronics. Asahi Chemical is accordingly channelling 4096 
of its research and development money into these areas. The 
company has already organised a microelectronics subsidiary 


which is moving agressively into the design, production and | 


sales of custom semiconductors. nm 


nesses from scratch has made it the envy of the indus- 
try (as well as its biggest company, with sales of ¥800 
billion projected for this year), other Japanese textile firms 
are not exactly slouches when it comes to diversification. 
Some of the areas into which they have chosen to move 
are unexpected: Kanebo, for example, gets 3076 of its in- 
come from cosmetics, of which it is Japan's second-largest 
maker with a 12% share of the domestic market. Nagoya- 
based Kowa Spinning is said to be stressing the operation of 
golf driving ranges. E 


A Asahi Chemical's ability to develop new busi- 


For the most part, however, diversifications have been: 















more predictable. One of the most important has been |. 
polyester film, used as the base material for video and audio | 

















tapes, floppy discs, printer ribbons and, most recently, pre- |. 


paid cards (in collaboration with NEC, for use in taxis). 
Toray claims to be the world's largest manufacturer of such 
film, which, together with related products, accounts for 


some 30% of the company's sales. It supplies base film to` 


most leading Ja- 
panese tape mak- 
ers. 

All the top Ja: 
panese textile com 
panies have appl 
ed their fibre 
technology to med- 
ical 
such as artifi- 
cial kidneys and fil- 
ters for 
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Most successful in 








developing drugs 
has been Teijin, 




















which last year got 
9% of its sales, but 
2396 of its profits, 
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pharmaceuticals. 
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process. It has since pulled out of all 
these businesses, which illustrates that 
there is an art to succeeding in diversifi- 
cation. 

Teijin’s success in the medical field 
has emboldened it to have another go, 
however, this time in information sys- 
tems. The company plans to establish a 
new 100-person division complete with 
research facilities at the beginning of 
next year, for an annual investment of 
X | billion. The new division will design 
and sell computer software, especial- 
ly medical expert systems, to help doc- 
tors. 

New fibres throw up new industrial 
applications, such as flame-retardant 
materials like aramids for use in weld- 
ing, for example, or lint-free synthetic 
materials for use in semiconductor clean 


Garment making: diversifying. 


competition combine to drive costs 
down, aircraft manufacturers are begin- 
ning to employ increasing amounts of 
carbon fibre in their designs. The Boe- 
ing 767 uses a tonne of the composite in 
its rudder, and the tailfins of the Airbus 
310 and 320 are almost entirely made 
from it. 

This year, sales of carbon fibres 
reached record levels. To capitalise on 
the growing demand (especially from 
fellow group member and Japan's 
largest aerospace contractor, Mit- 
subishi Heavy Industries), Mitsubishi 
Rayon is building a new factory to pro- 
duce carbon fibres. This will bring its 
capacity up to 350 tonnes a year (com- 
pared to industry leaders Toray's 1,500 
and Toho Rayon's 1,450). 

In order to avoid trade friction prob- 
lems, carbon fibre makers would like to 
sell more in the Japanese domestic mar- 





rooms. These are treated so static elec- 
tricity — accidental discharge of which can damage chips — 
cannot build up on them. 

Several textile companies, most notably Toray, Toho 
Rayon and Mitsubishi Rayon, are pinning some of their 
hopes of future profits on carbon fibre. This is a material 
based on acryl yarn whose light weight and high strength 
are making it increasingly attractive, especially to the 
aerospace industry. Taken some 20 years ago, the decision 
to go into carbon fibre production was a brave one, since 
the size of the Japanese aerospace industry was and is re- 
latively small. 

To achieve sufficient volume of scale, the companies were 
forced to look outside aerospace for applications. They 
found them in sporting goods — tennis racquets, golf clubs, 
skis, bows and arrows and, above all, fishing rods. The car- 
bon fibre makers gambled that novelty-loving Japanese 
anglers and other sportsmen and women would be prepared 
to splash out hundreds of dollars on the new lightweight rods, 
and they were right. 

As mass production and — inevitable in Japan — fierce 


FOOD 





ket. (Toray supplies Airbus through a 
French joint venture with Elf Acquitaine and Pechiney). 
Lacking a large enough aerospace market, the obvious target 
would seem to be cars, but the problem with carbon fibre is 
that it is expensive to buy and process. 

A tonne of sheet steel suitable for pressing into car bodies 
costs around € 100,000. A tonne of carbon fibre, by contrast, 
costs around € 10 million, and double that by the time it has 
been moulded and cured. Costs will undoubtedly come 
down, though probably not by more than two-thirds at most. 
Thus, though the use of carbon fibre in cars will expand, it is 
unlikely ever to be cheap enough to replace steel. 

Their strengths in developing new fibres and products on 
the one hand, and in diversifying into new fields on the other 
should enable Japan's big textile companies to survive the 
waves of Asian products now crashing down on Japanese 
shores. But such companies make up less than 10% (by 
value) of the Japanese textile industry. The future of the 
small- and medium-sized companies which make up the rest 
of the industry — especially the knitwear producers — looks 
considerably less rosy. o 





Asian challenge to processors 


apan's ¥10 trillion (US$74.07 billion) food industry has 
J made less impact on the outside world than any other 

major industrial sector, but this could be about to change 
quite drastically. The effect of yen revaluation and of rapidly 
progressing import liberalisation of processed foods such as 
biscuits and chocolate, tomato ketchup, fruit juice and pro- 
cessed cheese has been to force conservatively minded food 
companies to rethink strategies which had been based on the 
assumption of a self-contained and largely self-sufficient 
home market. 

Instead of reacting defensively to the threat of import 
competition, many food processors seem to have concluded 
that attack is the best form of defence. The result could be 
that household names in the US and European food indus- 
tries will find themselves facing an Asian challenge over the 
next decade, much as US and European car manufacturers 
did a quarter of a century ago. 

Hitherto, Japan’s overseas “food presence” has been re- 
stricted mainly to traditional sectors like soy sauce, where 
Kikkoman Corp., the premier Japanese maker, has been a 
pioneer in overseas production and marketing. Japanese 
foods will no doubt continue to gain popularity as US and 
European consumers become more affluent and more ad- 





venturous in their eating habits, but the market sector on 
which Japanese are now training their sights is Western food 
— especially frozen foods and non-alcoholic drinks such as 
canned coffee and fruit juice. Ironically, but not coinciden- 
tally, the chosen sectors include many which are likely to be 
prime targets of foreign exporters as Japan’s own market 
opens up to imports. 

Japanese food companies originally began establishing 
offshore production bases for semi-processed products in the 
late 1960s, and early 1970s to cash in on cost differentials with 
the home country: production of tomato paste for ketchup in 
Taiwan from 1967 onwards by Kagome Corp. is a case in 
point. Since yen revaluation the race to find offshore produc- 
tion bases has accelerated — but not only for the purpose of 
cutting costs. Many of the more ambitious food processors 
now seem to have grasped the point that survival in a 
liberalised home market will depend on an ability to sell in 
Western markets as well as in Japan. 

The notion of even the largest Japanese food companies 
emerging as rivals to US and European multinationals in 
mass markets for processed Western style foods may sound 
far fetched. Ajinomoto Co., the largest integrated food pro- 
cessor in Japan, estimates its annual sales at roughly 10% of 
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those of Nestlé, the Swiss-based multinational. Yet Japanese 
food makers start with several advantages in the race to build 
worldwide marketing and manufacturing networks. 

Japan’s notoriously fussy consumers have forced most 
domestic food makers to maintain quality standards, espe- 
cially in packaging, that may prove an asset when they start to 
to test their products in overseas markets. Another point is 
that yen revaluation is a two-edged sword so far as the food 
industry is concerned. Food imports into Japan have become 
far cheaper since the exchange rate began to move in late 
1985, but acquisition of overseas manufacturers by Japanese 
companies has also become easier. 

Out of half a dozen food manufacturers in soon-to-be- 
liberalised sectors of the food industry interviewed by the 
REVIEW, four said they were buying into existing US or 
European manufacturers to reduce dependence on the home 
market or to acquire a base from which to export cheaply 
back to Japan. Only a few companies feel that they can afford 
the time to go abroad in the traditional way — building fac- 
tories on virgin sites. 

Of the major sectors expected to be hit by import liberali- 
sation, confectionery products are the area in which the 
problems seem most acute and 
manufacturers least willing to 
discuss possible countermea- 
sures. The halving of the im- 
port tariff on chocolate, from 
20% to 10%, in April 1988 is 
expected to produce a rush of 
imports, particularly from 
European manufacturers once 
Tokyo’s weather gets cool 
enough for chocolate bars not 
to wilt on the shelf. But the big 
three Japanese confectionery 
makers, Meiji Seika, Lotte 
Corp. and Morinaga have been 
playing their cards remarkably 
close to their chests. 


spokesman for Meiji 
A told the REVIEW that the 

company had “no inter- 
national strategy,” though 
press reports suggest that it 
has already begun trial imports 
of chocolates from a joint- 
venture factory in the US. 
Lotte Corp., the No. 2 maker, 
claimed to be too busy coping 
with the import problem to ex- 
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thought now to be ready for a more sophisticated approach. 

A range of Morinaga chocolate bars which hit the Tokyo 
market in late September gives consumers a chance to choose 
what kind of milk (Guernsey or Friesian) they want in their 
milk chocolate and where they prefer the beans for their bit- 
ter chocolate to come from (Venezuela or Ecuador). En- 
couraging the fussy and selective Japanese consumer to be 
more “picky” than ever is one way in which chocolate makers 
think they may fight off the challenge from imports. 

Coping with imports by establishing a low-cost offshore 
production bases is not a good idea, Morinaga claims, be- 
cause of the quality problems that might arise, particularly in 
packaging, and because product cycles are too short to 
allow for “arms length” production strategies. But Morinaga 
executives admit that chocolate may be a special case. In the 
fruit juice and soft drinks sector, where not only raw material 
costs but also aluminium can prices are far lower outside 
Japan, the offshore manufacturing option looks irresistable. 

Drinks makers like Pokka Corp., a Nagoya-based special- 
ist in canned coffee and fruit juice, also seem more ready than 
confectionery companies to consider drastic diversification 
— if only because they have been obliged to change horses 
several times in the past. 

Pokka started out in the 1950s as the manufacturer of an 

artificial lemon drink aimed at 








the then booming cocktail mar- 
ket but switched to fresh fruit 
juices and coffee in the early 
1960s, when consumers be- 
came disenchanted with syn- 
thetic products. Now cheap im- 
ports and the chance to buy 
into foreign manufacturers 
have convinced the company 
that the time may have come 
for another major switch. 
Pokka says it has been look- 
ing for a US food manufacturer 
to buy and expects to make a 
choice by early 1989. Structur- 
ally, the company is being re- 
organised around three main 
product sectors —  non-al- 
coholic drinks which still 
account for 70% of total sales, 
processed foods (20% ) and al- 
coholic drinks (10%). Pokka 
does not plan to join the battle 
for the Japanese beer or 
whisky markets where several 
giant companies are entrench- 
ed. Instead it opted to intro- 
duce California Cooler, a mix- 








plain its plans to the press. 
Morinaga, the third ranking chocolate maker, says it has 
a three pronged strategy for coping with imports, but 
also admits to being dissatisfied with its own rate of pro- 
gress. 

According to one of its senior international operations 
executives, Morinaga is looking for European or US com- 
panies to manufacture Morinaga brand chocolate on con- 
signment for import into Japan, but has so far failed to reach 
agreement on price or volume. More boldly, the company is 
setting up its own trading subsidiary to sell foreign brands 
of chocolate. The imports would compete directly with 
Morinaga's own products (one reason for a separate sub- 
sidiary) but should also help to keep the company on its toes 
when dealing with competitors. Information gathering would 
be another valuable function of the new company. 

A third strategy has been to widen Morinaga's own range 
of products so as to compete head on with some of the high 
quality European chocolate which are expected to hit the 

market shortly. In the past Morinaga sold two basic types of 
| chocolate — bitter and milk — but Japanese consumers are 





ture of wine and fruit juice 
which has boomed in the US and now appears to be taking off 
in Japan as well. 

Pokka's short-term strategy for dealing with booming im- 
ports of fruit juices (up more than 400% in 1987) was to sign 
“OEM” contracts with US manufacturers for “consignment” 
manufacture of fruit drinks to be sold under the Pokka brand 
name. But OEM manufacture has proved to have its own 
problems, according to sources outside the company. For- 
eign companies signing OEM contracts normally insist on a 
high minimum scale of operation. In the case of fruit juices, a 
cool wet summer depressed demand and caused an embar- 
rassing build up of OEM stocks. 

Pokka claims to have been ahead of a rival maker of 
canned juices, Kagome Corp., in the race to internationalise, 
but Kagome's heavy dependence on tomato juice and 
ketchup, two products which are due to be free from import 
quotas in 1990, means that in the long run it may have to 
move even faster. Under a five-year plan unveiled this year 
Kagome aims to lower its dependence on tomato products 
from 38% to less than 30% of sales. New products will in- 
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clude ready to cook foods designed for microwave ovens, 
fruit juices and spaghetti sauces and non-food products, such 
as hydroponically nurtured plants. 

Kagome will buy or build a factory in the US, both to sell 
locally and to ship products back to Japan. Its other main 
survival strategy calls for diversification of the sources 
from which it buys tomato concentrate for its ketchup. 
Hitherto the company relied heavily on a partly owned pro- 
cessing plant in Taiwan, but appreciation of the NT dollar 
could price this source out of the market. Possible new 
supply sources include the US, Turkey and Italy — each 
of which may give rise to separate products aimed (like 
Morinaga's chocolates) at the increasingly choosy Japanese 
consumer. 

While Pokka and Kagome are cases of medium sized 
single-product specialists seeking to develop into worldwide 
diversified food processors, Nichirei Corp. has been moving 
in the same direction from its base as the leader in food refrig- 
eration. Nichirei's refrigerated warehouses in major Japan- 
ese ports and cities account for only 10% of its sales, but half 
of its profits. The company has used the cash surplus thus 
generated — as well as the information it acquires by storing 
other companies' products — to move aggressively into gen- 
eral food processing. 

Nichirei recently acquired Sea Watch, a Californian food 
processor, as a base for operations in the US and Eurofrigo, 
a Rotterdam refrigeration company, as a foothold in Europe. 
Nichirei is the world's fourth-largest food refrigeration con- 
cern, but the liberalisation of beef imports into Japan is ex- 
pected to cause explosive growth over the next few years in 
the demand for dockside-refrigeration capacity. Nichirei ex- 
pects to cash in on this while using the profits for further ex- 
pansion in general food processing. 





| cess completely unscathed. 


Ajinomoto Co., Japan's largest integrated food maker, 
says itis in the third stage of implementing an internationali- 
sation strategy which began in 1960, when the company built 
its first overseas plant in the Philippines. More than 60% of 
Ajinomoto's monosodium glutamate (the basis for “Aji-no- 
moto" seasoning) and 70-80% of aminoacid products (used 
for cattle feed) are now made outside Japan. But the com- 
pany has only just started to internationalise its processed 
foods division by buying into a series of joint-venture part- 
ships in Southeast Asia with CPC International, a medium- 
sized US food manufacturer slightly larger than Ajinomoto. 

Ajinomoto now has a stake in food processing companies 
in six Southeast Asian countries, in three of which it operates 
separate companies making monosodium glutamate or 
aminoacids. The joint-venture strategy with CPC is based on 
the idea of synergy between Ajinomoto's expertise in pro- 
ducts like mayonaise and frozen foods and CPC's strengths in 
soups and peanut butter. Eventually Ajinomoto may seek to 
buy into CPC's US operations as well but for the time being it 
has no comment on this. 

Ajinomoto's rich overseas experience in making and mar- 
keting monosodium glutamate and aminoacids make it the 
best placed of the Japanese food manufacturers to challenge 
US or European food giants in their home markets. The com- 
pany claims to employ 7,500 workers outside Japan, com- 
pared with only 5,600 at home and to have at least 500 execu- 
tives with first-hand experience of running offshore manufac- 
turing operations. But other companies appear to be gaining 
international knowhow fast. 

The next 10 years may see both an intensified battle for 
Japan's home market for processed foods and the first major 
assault by Japanese food processors on Western markets. If 
the experience of other industries is any guide, it will be sur- 
prising if US and European companies emerge from this pro- 
— Charles Smith 
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When a group of 150 delegates and 
their wives asked us at the Hua Ting 
Sheraton for suggestions to celebrate 
the end of a conference, we offered 
them a variety of choices. 

They chose a "Shanghai in the 405" 
theme party. 


Our Public Relations people helped 
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the guests with their costumes and they 
combed Shanghais many antique and 
junk shops for authentic accessories. 

Needless to say the party was a 
roaring success, but it was the Jazz 
band who stole the show. 

Because unbeknownst to our guests, 
wed specially arranged for the original 
members of the band at the inimitable 
Peace Hotel to come and play. 

So you see, it's not just that we have 
the largest conference facilities in town. 

Though no one else can seat 1,500 
people. 

Without wishing to blow our own 
trumpet, its the creative ideas we put 
into our conferences that are the little 


things our guests take away with them. 
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Sheraton 
The hospitality people of ITT 


WE DON’T USUALLY GIVE OUR MALE PASSENGERS FLOWERS, BUT THIS WA 


z END vt 
DELL Ria: 


When Jim and Janice Clark were the flight in Tokyo. Our Ground Service to hospital, where he took care of all 
flying home to the USA, Jim suddenly Officer was quick to gauge the severity the arrangements for admission and 


fell seriously ill and had to be taken off of the situation and rushed Mr Clark treatment which Mrs Clark would have 





SPECIAL OCCASION. 


GROUND SERVICE. 


found so difficult. During the two weeks flowers to his bedside. And, when he home, where, we're delighted to report, 
that Jim was in hospital, our Singapore was well enough to travel, they made Mr Clark made a rapid recovery. 


Airlines staff were frequent bearers of arrangements to fly Mr and Mrs Clark SINGAPORE AIRLINES 
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Spending up in 
the land of 
the rising gun 


N ext year, Japan will overtake France to become the 





world's fourth-biggest spender on defence. So, are we 

now to think of Japan as the land of the rising gun, as 
one well-known publication recently described it? Is the Ja- 
panese defence industry about to benefit from, in the words 
of another, an arms bonanza? And are securities analysts jus- 
tified in their predictions of excellent long-term growth pros- 
pects for the industry? 

If the answer to these questions is yes, then why are spokes- 
men for Japanese ordnance makers by contrast so unen- 
thusiastic about these prospects? Can it be true, as one senior 
executive of a major Japanese defence contractor gloomily told 
the REVIEW recently, that “there’s no future for [Japanese 
companies] in the defence business unless there’s a war?” 

In the shadowy world of military matters, appearances 
can be deceptive. One thing, though, is clear: Japan’s arms 
build-up is the result of US pressure on the Japanese to take 
more responsibility for their own defence, a concept the 
Americans call “burden sharing.” 

Under its (US-drafted) constitution, Japan is permitted to 








muster armed forces only for the purpose of defending itself. 
The country’s defence strategy is based on guidelines drawn 
up in 1976. These state that Japan should be able to deal with 
“limited and small-scale aggression” on its own. In the event 
of anything larger happening, the Japanese self-defence 
forces are supposed to do their best to hang on until the mod- 
ern equivalent of the US cavalry comes to the rescue. 

Such half-baked thinking (invaders have historically 
tended not to be aggressive in a limited and small-scale way) 
sufficed so long as Japan was not threatened. Then suddenly, 
in the late 1970s, Japan’s relations with the Soviet Union 
began to deteriorate seriously. Its resources already over- 
stretched, the US was no longer able to counter the mounting 
Soviet military presence in Asia by itself, and looked to 
Japan to devote a larger portion of its huge economic muscle 
to the defence of the region. 

In 1983, the US extracted three commitments from the Ja- 
panese Government: to defend sea lanes as far south as the 
Philippines; to assemble a protective screen across Japan 
powerful enough to stop an attack by Soviet aircraft; and, in 
the event of hostilities breaking out, to bottle up the Soviet 
Pacific fleet at Vladivostok by corking the straits at either end 
of the Sea of Japan. 

To fulfil these new commitments, Japan obviously needed 
more, and more powerful military equipment, such as over- 
the-horizon radars, and longer-range missiles and aircraft. 
Equally obviously, under its self-imposed undertaking to 
limit defence spending to less than 1% of GNP, it could not 
afford to pay for that equipment. 

No one understood this better than former prime minister 
Yasuhiro Nakasone. It was Nakasone’s achievement, against 
tremendous resistance from pacifist opponents, to breach 
that limit. As a result, last year Japan’s outlays on defence 
rose to 1.013% of GNP. 

But, as the figure indicates, the removal of the 1% limit 
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YOUR NEW BASE FOR MIDDLE AND FAR EASTERN MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy 
for international companies to set up trading and 
industrial bases easier in the Middle East. 


Corporations such as Arco, British Petroleum, Black 


& Decker, McDermott, Halliburton, Union Carbide 
and Shell have already taken advantage of these 
exciting trade freedoms and benefits unique to 
Jebel Ali. 


Just look at these advantages: 

m 100% foreign ownership. 

m Unlimited transfer of profit and capital. 

m No corporate taxes for a minimum of 15 years. 


9 No personal income taxes. 

m No import duties/export taxes. 
m No sponsorship restrictions. 

9 Unlimited cheap energy. 


With superb facilities including an extensive 
infrastructure, state-of-the-art communications, 
accommodation, hotels, hospitals, security and 
every modern amenity, this 45 sq. km business 
opportunity is your new frontier for Middle and Far 
Eastern markets. 


To find out about these freedoms contact 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept. No. 07, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 
Telex: 46580 TPAJA EM, Cable: PAJADUB UAE 
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Ever since a Japanese entrepreneur, Tomomi Iwakura, 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 
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Old Parr 








has not lifted the lid of the pork barrel much — yet. Japanese 
defence spending is governed by five year plans, and the cur- 
rent one runs until 1991. Industry insiders consider it highly 
unlikely that defence procurement could increase beyond the 
relatively modest limits — X 18.4 trillion (US$136.3 billion) 
over five years — envisioned by the plan. 

In addition to domestic opposition to increased military 
spending, there are also the reactions of Japan's Asian neigh- 
bours — principally China — to consider. In their eyes, a Ja- 
panese defence build-up equals a resurgence of 1930s-style 
militarism. 

Despite such opposition, the Japanese defence budget has 
grown on average by 6.5% annually throughout the 1980s. 
Next year's budget will be no exception, with the Defence 
Agency requesting in August an increase of 6.3%, to just 
short of €4 trillion. 

A significant trend is that, as military hardware becomes 
ever more expensive, so an increasingly large chunk of the 
defence budget has to be devoted to it rather than per- 
sonnnel. For 1989, the ratio will be 60:40 in hardware's 
favour, and the trend seems likely to continue for the 
foreseeable future. 

Such a healthy rate of increase is why Japanese defence 
contractors should, say the stockbrokers, be licking their lips 
in anticipation. And indeed, there is evi- 
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USS1 billion ships. Other contractors report that the returns 
from military contracts are merely "reasonable." 

But regardless of how profitable the defence business is, 
the third reason why most of the 10 or so companies that reg- 
ularly receive the bulk — 7096 plus — of contracts dished out 
by the JDA seem somewhat underwhelmed about the pros- 
pect of more of it is that ordnance typically accounts for only 
a small fraction of their total sales. 

Kawasaki Heavy Industries (KHI), Japan's second- 
largest defence contractor, would appear to be an exception. 
In the past vear, its sales of military equipment have shot up 
to almost 30% of the company's total sales — but the share is 
so large because KHT's other divisions, notably shipbuilding, 
are doing very badly. 

Even MHI, by far the largest Japanese defence contractor 
(it receives more than 20% of all JDA contracts) derives only 
1576 of its total sales from the fighters, missiles, helicopters, 
"special vehicles" (tanks), destroyers, frigates and sub- 
marines that it manufactures. MHI says that, in the future, it 
would like to increase this percentage to at least a quarter. 

That will be difficult to do without exports. Under a 
longstanding cabinet guideline, Japanese companies are not 
supposed to export arms. Without the 








dence that some of them are. For exam- 
ple, Kosaka Inaba, president of 
Ishikawajima-Harima Heavy Industries 
(IHI), Japan's fourth-largest defence 
contractor, says that his company “will 
concentrate efforts on areas where we 
can expect increasing domestic demand, 
such as those related to defence . . ." 

IHI has reportedly altered its articles 
of incorporation to make arms manufac- 
ture one of its prime business objectives. 
Nissan has spun off its missile-making 
aerospace division as a separate com- 
pany for the same reason. 

But there are at least three reasons 
why companies are not eager to adver- 
tise their new, ploughshares-into-swords 
orientation. One is the awareness that 
many Japanese have an allergy (to use 
their word) to all things military. In its 
extreme form, this allergy can break out 
in very unpleasant ways. In 1974, for in- 
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Japanese troops: more spending. 





ability to export, they cannot recoup the 
high costs of developing armaments. 
Now that the 1% of GNP guideline is 
a thing of the past, some observers see 
the export ban as being the next to go. 
They argue that it has already been fre- 
quently flouted in spirit. Japanese firms 
have sold helicopters to Saudi Arabia, 
high-speed boats to Israel, jeeps to 
Nicaragua and radars and communica- 
tions equipment to the Middle East. Last 
month, they were at Farnborough Air 
Show, looking for buyers for a nifty little 
home-grown jet trainer. But all of these 
items have civilian as well as military ap- 
plications, and none of them go bang. 
All the companies the REVIEW con- 
tacted said they would like to see the ex- 
port ban lifted, but none of them thought 
it remotely likely that it would be. 
Hiroshi Morikawa, secretary general of 
the Japan Federation of Economic Or- 











stance, a bomb exploded at the Tokyo 
headquarters of Mitsubishi Heavy Industries (MHI), then as 
now, Japan's pre-eminent ordnance maker, killing eight 
people and wounding dozens more. 


(JDA) expects its suppliers to win their contracts the 

hard way. To qualify as one of the agency's suppliers, 
companies are expected to invest large amounts of their own 
cash to prepare the required plant and facilities. 

MHI is said to have spent some Y 135 bilion over the past 
couple of years — 4096 of the company's total capital expen- 
diture during the period — on new facilities at its Nagoya air- 
craft works, on the understanding that juicy contracts will fol- 
low. Although MHI cannot expect a quick return on this in- 
vestment, the company knows that it can depend on a steady 
flow of regular orders over a number of years which will en- 
able it to turn a profit eventually. 

How large such profits are seems to depend on the 
amount of value added to the product. Shipbuilders com- 
plain that most of what they do for the JDA is done on a cost 
basis. They point out that all the sophisticated electronics on 
the four new destroyers equipped with Aegis (the radar-plus- 
missile system which, not so long ago, simultaneously proved 
both its effectiveness and its fallibility by shooting down an 
Iranian airliner) that the agency plans to buy will come from 
. the US. These electronics account for as much as 8096 of the 


T he second reason is that the Japanese Defence Agency 





ganisations’ Defence Production Com- 
mittee, one of the ordnance industry's largest lobby groups, 
says that his committe has never even discussed the possibil- 
ity of exporting. 

Morikawa adds that, even if the ban were lifted, exporting 
arms would be not be easy. For one thing, since Japanese 
production volumes of armaments are so low, prices would 
not be competitive; for another, how much of a market 
would there be for weapons which have never proved them- 
selves in battle? 

Companies would be able to sell only arms developed by 
themselves. And, though the JD A's policy is to buy from 
domestic producers rather than to import, it spends very little 
— less than 1% compared with the US — on research and de- 
velopment. 

The vast majority of Japan's most potent weaponry is 
made under licence from US companies. The significance of 
this is that, though a lot of high technology flows into Japan 
from the US, much of it comes encased in tightly-sealed 
"black boxes," which the licensee may not open. As Japan- 
ese companies become increasingly competitive in civilian 
technologies, their US counterparts are understandably be- 
coming ever more protective of their military know-how. 

There have been claims that, in certain areas, Japanese 
military technology is as good as, or even better, than 
anything the West has to offer. Most of these claims do 
not stand up to close scrutiny. For example MHI's ASMI 
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missile is said to outperform the French Exocet. But Exocet, 
though famous, is not a particularly impressive performer by 
modern Western standards. NEC submarine-detecting so- 
nars apparently performed well in recent joint manoeuvres 
with the US. But NEC, like other Japanese electronics mak- 
ers, gets most of its sonar technology from Western com- 
panies. 

Overmuch has also been made of MHT's recent bid for a 
Pentagon contract on how to extend the Strategic Defence 
Initiative's proposed-but-unproved anti-missile shield over 
the Western Pacific. But the contract is only for a feasibilty 
study, and MHI itself admits that it does not have the high al- 
titude technology which would be required to implement the 
study's findings (though some of its US partners in the bid 
probably do). 

The two areas where Japanese companies do excel are 
materials and devices. Examples of materials include carbon 
fibre and its processing technology (which are being increas- 
ingly employed via contracts with civil aircraft builders); of 
devices, infra-red seeking sensors which can guide missiles to 
their target (or, for that matter, nocturnal ornithologists to 
birds' nests). 

But despite these skills, and a growing propensity to do 
their own development rather than licensing from the West, 
Japanese companies still have a lot to learn about making 
weapons. The best way for them to gain such experience is by 
participating in big joint development projects like the forth- 
coming plan to adapt the General Dynamics F-16 Falcon 
fighter to Japanese requirements. 

The FSX (for fighter support experimental) project will 
be the biggest item on the Japanese defence budget for the 
rest of the century. Development will cost an estimated * 160 
billion, after which 130 of the planes will be produced at a 
cost of around ¥5 billion each. 


have a crack at developing the FSX without outside help. 

But the US was not about to pass up the chance of reduc- 
ing its trade deficit with Japan, nor indeed to jeopardise its 
hold over the Japanese aircraft market (aircraft are the most 
valuable US exports to Japan). 

After a fierce political fight last year, the Japanese were 
ultimately forced to compromise on a modified version of the 
F-16. US companies have been promised 35-40% of the 
plane's development costs, plus a royalty on each unit pro- 
duced. 

As with the F-15J now in production at Nagoya (under 
license from McDonnell Douglas), MHI will serve as prime 
contractor on the project, probably building the aircraft's 
fuselage and assembling wings and tail from Kawasaki, en- 
gines from Ishikawajima-Harima, with Fuji providing most 
of the rest of the bits and pieces. 

The FSX is still several years away from the runway. 
Whether the plane turns out to be the hottest thing in the sky 
Or, às some sceptics predict, a pig's ear, the project should 
give Japanese manufacturers a tremendous insight into the 
design and production of jet aircraft. That, in turn, should 
boost the competitiveness of the Japanese aerospace indus- 
try as a whole (which is what, say some, it was intended to do 
in the first place). 

Japan's defence effort, as US Deputy Defence Secretary 
William Taft described it recently, “is considerable and it is 
growing." The question for the future is, how much more 
room does it have to grow? 

The answer to this question, as ever, will depend largely 
on what the US does. If, in the (admittedly unlikely) event 
that the Americans were to respond positively to the recent 
Soviet offer to give up its base at Cam Ranh Bay in exchange 
for a US withdrawal from the Philippines, then the Japanese 
defence industry undoubtedly has the potential to grow 
very large indeed. It wouldn't even need a war. 

— Bob Johnstone 


l nitially, Mitsubishi, Kawasaki, Fuji et al were keen to 

















VEHICLES 


Manufacturers 
see a future 
outside Japan 


n its struggle to overcome the effects of the strong yen, 

i the Japanese vehicle industry has found strong allies — in 

the guise of millions of Japanese queuing up to buy record 

numbers of bigger, higher-priced cars. As a result, Japan's 

motor giants have managed to minimise the financial damage 

caused by the decline in their previously booming export 
sales. 

Domestic sales of four-wheeled vehicles rose 5.476 in the 
year to March to a record 6.02 million units. Exports, on the 
other hand, fell for the second consecutive year to 6.3 million 
units, a 4.5% drop from the year before. 

The latest results bear out how domestic sales have shored 
up the biggest vehicle makers' financial positions: Toyota, 
No. 1 in Japan and No. 3 in the world, saw its net income rise 
19% to €238 billion (US$1.78 billion) for the year ending 30 
June, on sales that increased by 11% . Nissan Motor, Japan's 
second-largest and the world's fourth-largest vehicle maker, 
reported a ¥47.6 billion operating profit for the year ending 
in March — a stark contrast to a ¥8.4 billion loss the year be- 
fore. 

But the industry badly needs a more enduring foundation 
for future growth, as all vehicle executives are well aware. 
They say the most promising prospect is the creation of 
strong overseas production bases, plus strategic links with 
foreign makers. 

The overseas production bases provide secure access to 
foreign markets, free of both import restrictions and ex- 
change-rate losses. Nissan, for one, discovered to its sorrow 
how badly currency shifts could hurt when its entire 1986 pro- 
fits were erased by foreign-exchange losses (REVIEW, 14 
July). 

The idea behind some of the developing strategic alliances 
— such as Mazda-Ford and Mitsubishi-Chrysler — is to share 
the heavy costs of developing different models for different 
markets. The other main advantage is to gain marketing 
clout in regions in which one company has little presence. 

Mitsubishi Motors Corp., 2476 owned by Chrysler, ex- 
ports passenger cars to the US for sale under the Chrysler 
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A utomated plant: cooperative agreements. 











name. Most recently, Mitsubishi began shipping V-6 engines 
to the US for use in Chryslers. 

Ford bought into Mazda in 1979 and now holds a 23.6996 
stake, making it the largest single shareholder. Cooperation 
between the two companies continues to deepen. Late last 
year, Mazda began production at its first US plant. The two 
models being made there are a cooperative venture. One is 
sold under the Mazda name, the other as a Ford. But for both 
cars, the exterior and interior design work was done by Ford, 
while the engineering and production were handled by 
Mazda. 

Not only has Mazda thus gained a foothold in the US mar- 
ket, and at less cost than would have been required on its 
own, but the company also has started importing Ford 
Probes from the venture into Japan. Mazda is also exploring 
links with Saab of Sweden, which could lead to joint produc- 
tion in Sweden or elsewhere in Europe, as well as importing 
Saabs to Japan. 


he Asia-Pacific region has proven to be fertile ground 

i for developing cooperative relationships between 

Japanese and foreign auto manufacturers. The Mazda- 

Ford link has been very active there, with Mazda supplying 

engines, transmissions, and other key components to Ford 
plants in Taiwan, Australia and elsewhere. 

The Southeast Asian market is attracting particular in- 
terest from the world's leading auto makers, especially the 
Japanese. Although still relatively small, it is the fastest 
growing in the world. Nissan is expecting to sell 150,000 units 
in the region this year, a 70% rise on 1987. 

Toyota sold 118,000 units in the region during the first six 
months of the year, up 25% over the year-earlier period, and 
is looking to total sales for the year in excess of 200,000 units. 
Thus, companies are jockeying for position, hoping to 
exploit new openings provided by economic liberalisation in 
several countries in the region. 

The link between Nissan and Yue Loong Motors, 
Taiwan's biggest vehicle maker, could furnish a model for fu- 
ture tie-ups. Nissan bought 25% of the Taiwan company in 
1985, building upon long-standing technical cooperation be- 
tween the two companies. Other Japanese car manufacturers 
have since followed suit: Mitsubishi bought a 25% stake in 
China Motor Co., a small truck and car maker which had 
been wholly owned by Yue Loong. 

After years of abortive negotiations, Toyota launched a 
joint car and truck joint venture with locally owned Kuo Zui 
Motors. Production began in September. The project's an- 
nual output is to reach 40,000 units within a year of the begin- 
ning of production. Fuji Heavy Industries has a joint venture 
with Taiwan Vespa, a motorcycle manufacturer, to build 
passenger cars and light trucks. 

One of the main reasons Nissan was interested in closer 








ties with Yue Loong was the sophisticated design centre Yue 
Loong built in the early 1980s. The two companies are 
exploring the possibility that Nissan would use the centre to 
design future models, possibly for the Taiwan market, but 
more likely for export to third countries. Yue Loong would 
gain access to Nissan's expertise, while Nissan would benefit 
from the lower costs of doing business in Taiwan — particu- 
larly the availability of cheap, qualified design engineers. 

Thailand is regarded as a particularly promising market. 
Nissan has a long-standing relationship with locally owned 
Siam Motors, which assembles and distributes Nissan cars — 
production this year is expected to hit about 26,000 units. But 
rapid economic development in Thailand has made deeper 
involvement for foreign vehicle makers a more attractive 
prospect. As a result, Nissan is now negotiating the purchase 
of a 2576 equity stake in Siam Motors, according to Tetsuo 
Tabata of Nissan's Asia and Oceania sales group. 

Toyota last month launched a new joint venture with Mit- 
sui and Co. to assemble vehicles from kits in Manila, once 
again arousing the Philippines’ hopes of reviving its 
moribund vehicle industry. Nissan has two partly owned sub- 
sidiaries there, one producing 7,000 passenger cars annually 
and the other 3,000 commercial vehicles. 

Japanese vehicle manufacturers have also established 
links with companies in South Korea, which has become a 
major vehicle exporting power in its own right. Mitsubishi 
Motors and Mitsubishi Corp., the parent company, each 
hold a 7.5% share in Hyundai Motor. Mazda has an 8% stake 
in Kia Motors, South Korea’s smallest manufacturer of small 
trucks and vans, and now, cars, while Ford holds another 
10%. 

Hyundai is highly dependent on Mitsubishi Motor for 
technological assistance. Last year, in a tightening of the re- 
lationship, Mitsubishi began US sales of a passenger car (sold 
as the Mitsubishi Precis) with a Mitsubishi-designed engine 
and a Hyundai-designed body, which is assembled in Hyun- 
dai's main Ulsan plant. 

In another example of the complex interlinkages interna- 
tional vehicle makers are forming with each, Kia Motors is 
manufacturing the Ford Festiva, a 1.3-litre passenger car, for 
sale in the US as well as in South Korea. Mazda also makes 
essentially the same car in Japan for sale in the domestic mar- 
ket; the same car again is marketed in Australia and Europe 
as the Mazda 121. 

Mitsubishi, though ranked fifth in Japan’s auto indus- 
try, has been among the most active overseas. It recently 
tightened its grip on Malaysia’s Proton car venture, in which 
it has a 15% stake. (Mitsubishi Corp. also has 15% , while the 
majority share is held by the state-owned Heavy Industries 
Corp. of Malaysia. ) 

The Proton Saga venture has been plagued by misman- 
agement and red ink, so Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad sacked the top Malay executives 
and named two Mitsubishi Motors men to head the company. 
Sales of the car are likely to be channelled through Mit- 
subishi’s own network, instead of being handled by a sepa- 
rate Malaysian company. 

Another way vehicle makers are fighting the effects of the 
strong yen is to increase sourcing of components in other 
parts of Asia, to take advantage of production costs are 
lower. Industry-wide, imports of parts rose from US$362 mil- 
lion in 1985, to US$525 million in 1986, and to US$749 mil- 
lion last year. 

Mitsubishi raised its overseas procurement from ¥15 bil- 
lion in the year to March 1987, to ¥23 billion last year. 
Toyota's imports of parts, materials, and equipment rose 
from US$270 million in 1985 to US$600 million last year. Nis- 
san has not yet started overseas sourcing, but company offi- 
cials said there were plans to start doing so. Mazda says it will 
increase its overseas sourcing of components and materials 
from US$180 million in the year to last March to US$210 mil- 
lion this year. — Carl Goldstein 
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ELECTRONICS 
Foreigners 
| eat into 
the market 


= or Japanese consumer electronics makers, the good 








news is they have survived the doubling of the yen’s 
value against the US dollar during the past three years 

— and are unlikely ever again to face such a stern challenge. 
The bad news is they have been forced to cede the low end 

of the domestic market to foreign competitors — especially 
Taiwan and South Korea. Take radio cassette players, for 
example. The market share taken by imports rose from 15% 
in 1986 to 48% in 1987, and kept climbing through the first 
half of 1988. For black and white TV sets, the import share 
jumped from 14% to 54% in 1987. Six or seven years ago, the 
import market share for these and other product categories 
was barely visible on the statistical hori- 





vived — and even thrived — there was no secret formula. 
Rather, they did it by rationalising production and man- 
agement methods and slashing costs. Matsushita Electric 
Industrial Co. — Japan’s biggest electronics manufactur- 
er and the maker of National and Panasonic brand elec- 
tronics goods — carried out a painful corporate reorgani- 
sation that involved folding its formerly independent over- 
seas trading and production arm back into the parent com- 
pany. 

All the big companies have been ruthlessly pressing 
suppliers to cut prices, and company unions did their bit by 
holding wage demands down. The rest of the equation in- 
volved big increases in overseas production and sourcing. 
Electronics companies have long had overseas plants. Mat- 
sushita, Toshiba, Hitachi, Sanyo, and others began setting 
up production facilities in Taiwan, Thailand, the Philippines 
and elsewhere more than 25 years ago. In most cases, these 
factories aimed to supply those markets — evading steep 
tariffs or outright import bans. 

However, the focus has now changed. For companies fac- 
ing strong competition from imports and currency pressure 
on exports, the most effective countermeasure is to reduce 
the yen-cost proportion in total production costs and to in- 
crease the proportion in weaker currencies. 

Overseas plants are more likely to be oriented towards ex- 
port to third country markets, or, increasingly, for re-export 
back to Japan. Companies of necessity are setting ambitious 





zon. 
Given the rapid quality advances 
many companies in newly industrialised 
countries (NICs) are making, Japanese 
electronics makers could not even con- 
sole themselves that only the cheapest 
end of the market will be affected. The 
Japanese markets appetite for im- 
ported video cassette recorders 
(VCRs), though still small in percen- 
tage terms, is growing by leaps and 
bounds. Last year, sales shot up by 
800% , and in the first six months of this 
year, the unit sales figure of imported 
VCRs almost doubled again. 

Overall imports of electronic equip- 
ment from foreign manufacturers rose 
15% to X978 billion (US$7.24 billion). 
In consumer electronics, however, the 





increase was much sharper: imports | Compact disc player: price comparisons. 


jumped 84%, to ¥60 billion. 

Taiwan was the leading supplier of consumer electronic 
goods, with almost *21 billion-worth of imports last year; 
South Korea lagged only slightly behind with ¥17 billion. 
Together, these two countries accounted for 63% of con- 
sumer electronics imports. 

Most ominously, perhaps, Japanese consumers — long 
famous for paying high prices without a squawk — have 
started exhibiting an alarming (for Japanese electronics 
firms) tendency to compare prices. The defensiveness of 
some executives in the consumer electronics divisions of big 
Japanese electronics makers provides one indication of how 
strongly foreign competitors are making their presence felt. 
Another can be seen in the success of discount retail houses 
like the Inbix chain, which sells exclusively NIC-made pro- 
ducts. 

The overall profitability of Japanese electronics firms has 
improved in the past two years. According to estimates of the 
Tokyo office of S.G. Warburg, a major British securities 
house, the average recurring profit margin of nine leading 
companies hit 3.8% in March 1988, compared to 2.9% a year 
earlier. While this represented a considerable drop from 
their historic peak in 1984, when average profits reached 7% , 
some analysts are predicting further improvement in the next 
two or three years to the 6% level. 

For the many Japanese electronics firms that have sur- 
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targets for increasing the overseas component of total pro- 
duction. 


a dual purpose: on the one hand, to expand facilities in the 

US and EC nations to bring production more closely into 
line with salesin those markets. Other Asian countries, on the 
other hand, though regarded as fast growing markets for the 
future, are attracting a big influx of investment funds looking 
mainly to the low production costs there. 

Japan's direct investment in Asia more than doubled in 
the year to March, to US$4.86 billion. For the electrical 
machinery industry, investment in the region rose from 
US$1.09 billion to US$1.56 billion in the same period. 

The new investment is taking a number of forms. Hitachi, 
for example, took equity stakes in a number of companies 
around the region with which it previously had technology- 
licensing agreements. In other cases, local distributors for Ja- 
panese-made goods were helped to set up production 
facilities. Some companies have preferred to set up wholly- 
owned subsidiaries instead. 

Matsushita, which now makes about 12% of its total pro- 
duction abroad, wants to double that amount. The com- 
pany's self-described "future vision" envisions a sales and 
production structure in which 50% would be domestically- 


J apanese firms' direct foreign investment overseas has had 
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The world's capital markets have evolved 
into a complex of interdependencies. Institu- 
tional investment strategies and private 
portfolio management today call for a global 
perspective. And a bank of international 
stature. 


If you want to do well on 
Wall Street you better be there. 


That is why BHF-BANK is right at home on 
all the world’s major stock exchanges — not 
as am observer, but as a market force. 
BHF Securities Corporation in New York, for 
example, is registered as a Broker/Dealer 
and Investment Advisor, with seats on both 
the New York and the Boston Stock 
Exchange. 

There as in London and Zurich, Singapore 
and Tokyo, BHF-BANK is engaged in large- 
scale securities trading. For the customer's 
benefit it is on the scene, obtains market 
intelligence from the source, and can take 
action instantly. 

An active presence on the world's stock 
markets is only part of what it takes to 
make a bank a partner for the discerning in- 
vestor. Equally important are a service- 
minded approach and customized problem 
solutions — the style of a merchant bank, 
which BHFBANK has cultivated for more 
than 100 years. 





BHF-BANK 


Merchant Bankers 
by Tradition 
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Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Tel. (069) 7 18-0, Fax (069) 718-2296, Telex 411026 (general) 
Branches and subsidiaries in London, Luxembourg, New York, Singapore, Tokyo and Zurich. 
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produced and marketed, 25% domestic exports, and 25% 
made and sold abroad. 

Sony, which already has about 25% of its total production 
based overseas, is trying to increase the proportion to about 
35%. A surge of new investments in Singapore, Malaysia, 
and Thailand that began last year is aimed at increasing 
Southeast Asia's share of offshore production to about 50%. 

Hitachi's consumer products group now gets 20% of pro- 
duction overseas. Michiaki Mano, manager of the company's 
overseas division in the consumer products group, said the 
policy wasto increase the proportion of offshore production as 
quickly as possible. But a number of obstacles were making 
progress much slower than would have been liked, Mano said. 

This was true particularly in Southeast Asia, which it had 
been hoped would provide the quickest base for expansion. 
The labour shortage in Singapore was one problem. Another 
resulted from yen appreciation, as components which had to 
be supplied from Japan became much more expensive in 








local currency terms. 
When the reality of endaka — the Japanese term for the 





PRECISION INSTRUMENTS 


A race to 
keep pace 
with technology 


By Nigel Holloway in Tokyo 


apanese companies have dominated the camera and 
J watch industries for so long that is difficult to associate 

brand names like Seiko and Minolta with any other pro- 
ducts. But companies making precision instruments have 
been shifting their focus to other areas as the markets for 
cameras and timepieces have matured. This process began 25 
years ago, but the transition has accelerated dramatically 
with the rise in the yen since 1985. 

The result is a precision instruments industry that makes 
an extremely diverse range of products from facsimile trans- 
ceivers to semiconductor-production equipment, products 
which revolve around three forms of technology etfectively 
combined into one. Canon calls it "optomechatronics" — op- 
tical, precision mechanical and electronic technologies. Take 
the Seiko group as an example. Kintaro Hattori, whose 
grandchildren still control the company, began making wall 
clocks and watches more than 90 years ago. The roots of the 
firm's research and development go back to the 1940s, when 
the factory at Suwa in the alpine prefecture of Nagano began 
to make significant progress in mechanical technologies 
using its watchmaking know-how. 

The combination of precision mechanics and advanced 
electronics — known as mechatronics — formed the basis for 
a product which turned that industry upside down, after 
Seiko (precision in Japanese) produced the world's first com- 
mercial quartz watch in 1969. Mechanical watches are now 
only a tiny percentage of the overall market. Seiko says it is 
the world's biggest producer of computer printers through its 
unit called Epson (son of electronic printer), a technology 
that grew out of manufacturing watch parts. 

It developed a small, rapid printer for Seiko's timing sys- 
tem used in the 1964 Tokyo Olympics. From this grew a 
printing head for desktop calculators four years later, the 
forerunner of the computer printer and, in 1974, liquid crys- 
tal displays used in watches and computer screens. Optical 
companies like Canon used their expertise in lensmaking tied 














strong yen — first began sinking into the consciousness of ex- 
port-dependent firms, the initial reaction was a big surge of 
investment in Taiwan and South Korea. Many companies 
could simply expanc existing operations there with a shift 
from a domestic to an export orientation. Both countries also 
offered strong components industries. Thus, the local con- 
tent of electronics products assembled there could be as high 
as 75-80%. 


political pressure to revalue their currencies. The NT 

dollar rose about 40% against the US dollar before 
stabilising earlier this year. The South Korean won has al- 
ready risen 24% since the end of 1985, and further apprecia- 
tion is widely expected. 

As a result, Japanese companies have started fleeing to 
Southeast Asia, particularly Thailand and Malaysia, 
where currencies have remained generally stable — or 
even depreciated — and labour is more plentiful. Audio 
and video products have been among the quickest to tra 
vel. Hitachi Taiwan will soon shift its entire radio cas- 
sette recorder production to Singapore. Sanyo is moving its 


T aiwan and South Korea became the next targets for US 








Office work station: market boom. 


to electronics to invade computer printing from the opposite 
direction. The booming office-equipment market is now the 
battleground for the bigger makers of precision instruments 
as they compete with “pure” electronics firms for a share of 
the profits. Ricoh and Canon have been able to stave them 
off, so far, in the photocopier market. Sales of steppers, 
which are used to manufacture semiconductors, are also 
surging. 

The 80% rise in the yen against the US dollar since early 
1985 has pushed Japanese precision instrument makers to de- 
velop higher value products, sharply accelerating the deve- 
lopment of optomechatronic products as companies have 
sought to escape the competition from less skilled companies 
in newly industrialising East Asia. Japanese cameras are be- 
coming more “brainy” as manufacturers add microchips to 
automate more functions. They have fewer components, 
too, to cut costs. Minolta's top-of-the-line Alpha 7700i has 
23% fewer components than its first autofocus single lens-re- 
flex camera had three years ago. 

A snapshot of the camera market shows the pressures on 
manufacturers. Japanese makers have increased their ex- 
ports of cameras both absolutely and relative to their overall 
production to 18.4 million units (83% of total output) in 1987 
from 16 million two years earlier, but the yen value of sales 
has fallen by 11% to X251 billion (US$1.85 billion) during 
that time. The camera makers have suffered most in their 
most lucrative market, the US, where sales in the first half of 
this year were down by 31% in value and 29% in volume 
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production of Walkman tape players to Malaysia and China. 

Another way to cut costs is to boost overseas procure- 
ment. Most electronics companies have sharply increased 
their purchasing of components, materials and wholly-as- 
sembled products, especially in other parts of Asia. Hitachi 
expects to lift its total foreign purchases from US$1.34 billion 
in the year to end-March 1988 to US$1.72 billion for the cur- 
rent year. Toshiba more than doubled its level of procure- 
ment overseas, reaching US$866 million last year. 

The changed international economic environment is forc- 
ing major changes in the structure of the Japanese electronics 
industry. In the consumer sector, exports are declining in im- 
portance, while domestic sales of more expensive, higher 
value-added goods are increasing. 

To a large extent, domestic sales have replaced exports as 
the growth engine of consumer electronics. Sales of high- 
priced items like large-screen TVs, compact disk players, and 
mini-component stereos, with their relatively fatter profit 
margins, have helped offset overall declining exports. 

The expected introduction of enhanced-definition TVs 
and new digital audio products during the next two to three 
years will also provide strong growth at the up-scale end of 


Personal computer: revenue growth. 





compared with the same period in 1987. Sales to the Euro- 
pean Community, by contrast, have increased by 1.996 in 
volume in the same period. 

Japanese camera makers have pursued three strategies to 
escape from the high-yen bind: first, incorporate new gadgets 
into their products to stimulate flagging consumption; sec- 
ond, invest abroad (a quarter of camera output of Japanese 
firms is now produced overseas): third, reduce dependence 
on revenues from cameras. The companies pursuing these 
three most ardently are the most successful. Thus, Asahi Op- 
tical (Pentax) and Minolta both gained 5196 of their revenues 
in the year to March 1988 from camera sales. Asahi made a 
recurring loss and Minolta's profits have been falling. 


y contrast, Canon seems to have done everything right, 
B with the result that in 1987, camera sales were only 

18% of total revenues of ¥977 billion against 34% four 
years earlier. The big gainer has been business machines, up 
from 59% to 75% over the same period. Booming revenues 
from laser-beam printers and facsimiles enabled Canon to in- 
crease net income by 267% to X16 billion in the first half of 
this year on sales of € 522 billion. 

Canon has been as quick as any of its competitors to invest 
abroad in a drive to cut costs. In 1985, less than 1096 of its 
output was produced abroad. Next year the figure is ex- 
pected to be more than a fifth, says Hideharu Takemoto, one 
of Canon's six managing directors. He thinks the fact that his 
company is part of a looser business grouping than, say, Nik- 
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the market for electronic goods. Still, it remains to be seen 
whether growth in these or other new product areas can 
match the past success of VCRs, which have generated ex- 
traordinary sales and profits for Japanese electronics manu- 
facturers since their late 1970s introduction. 

Production in the consumer sector slumped 11% last year 
to ¥6.15 trillion, while the industrial sector (including com- 
puters and related equipment) grew 10% over the previous 
year to ¥8.15 trillion. As a result, companies such as Hitachi, 
NEC and Fujitsu — which are relatively stronger in industrial 
and commercial electronics — have gained from strong de- 
mand for office automation equipment and semiconductors. 

The challenge for other companies, such as Matsushita 
and Sharp; will be to lessen their dependence on consumer 
markets. Still, Sony, by virtue of its concentration on high- 
value electronics goods, turned in an excellent performance 
for the fiscal year to March. 

Exports of consumer electronics fell by 2596 last year, to 
barely half their 1985 value. Further declines are expected 
this year, as well. — By Carl Goldstein 


on (around the Fuji Bank as opposed to the Mitsubishi 
group) allowed it to diversify more quickly. 

The eventual aim is to produce overseas as much as the 
company sells abroad — 70% of total revenue. Already one 
in three Canon employees is non-Japanese. Research and de- 
velopment comprises 11% of parent company sales, helping 
Canon maintain its 60% share of the world market for laser- 
beam printers. Canon is linking its office equipment with 
software in an item called Navi, combining personal compu- 
ter, calculator, Japanese language-word processor, fax 
machine and telephone at a retail price of around ¥600,000. 

The watch industry has become as mature as the market 
for cameras — or so it might seem. Japan produced 200 mil- 
lion watches last year, 0.3% less than the previous year, but 
changing tastes have recently led to a rapid growth in demand 
for analogue watches, as more affluent consumers — particu- 
larly in Japan — seem to have become bored with their digital 
cousins. Output of analogue watches (which have a higher 
profit margin than digital ones) in Japan rose 20-30% in the 
first half of this year against the same period in 1987, accord- 
ing to stockbrokers Jardine Fleming. Citizen Watch seems to 
have seized the opportunity faster than Seiko and has overta- 
ken it as Japan's (and the world's) largest watchmaker, with a 
43% share of Japanese production against Seiko's 34%. 

Seiko's ownership, still in family hands (Hattori interests : 
control 2176 of the trading arm, Hattori Seiko, the only 
quoted member of the group of three companies), may be 
holding it back a bit. Not that the company has been particu- 
larly tardy in adapting to the rise in the yen. Kazuo 
Yoshizaki, a senior executive director, says cost cutting and 
investment in plant overseas now enable Seiko to make a 
profit at a rate of ¥125:US$1. He says that watch-sales vol- 
ume has fallen as Seiko has boosted the (non-yen) price and 
has tried to overcome this, unsuccessfully, by introducing 
new designs at lower prices. Hattori Seiko made a slim profit 
of €1.3 billion in the year to March 1988 on sales of €280 bil- 
lion, 62% of it from watches. 

The advent of quartz technology in 1969 split the watch 
business into two parts: manufacture of the quartz move- 
ment, and design and marketing. So far, Japan has managed 
to monopolise the production of quartz movements, by mak- 
ing them in such quantity that it is not worth the effort for 
Hongkong and South Korean watchmakers to do it them- 
selves. Seiko, however, does have a joint venture with Sam- 
sung in South Korea to make quartz movements. In terms of 
marketing, Seiko has to work increasingly hard to preserve 
its position in the middle of the watch-price range. By con- 
trast, because so much of the cost of clocks is assembly, this 
operation is facing much fiercer competition from countries 
like Taiwan and South Korea. [R] 
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Going for the gold led 
to acclaim and shame 


By John McBeth in Seoul 


C oming from a land of strong patriar- 
chal influence, South Koreans took 
a serious approach to their role as hosts 
of the 24th Olympiad. Like the dutiful 
wife who traditionally prepares the food 
for her husband's guests and stays out of 
sight during the meal, many seemed to 
- feel they should do just that and leave 
the real enjoyment to the tens of 
thousands of foreign visitors. 

The restraint was evident during the 
opening ceremony, magnificent in its 
scope and spectacle, but somehow lack- 
ing in emotion and atmosphere. Seoul 
Mayor Kim Yong Nae gave this expla- 
nation: “The Korean people 
don’t show their emotion. 
They just enjoy themselves in- 
side.” 

That was until a South Ko- 
rean athlete appeared in the 
Games. After their medal 
splurge during the 1986 Asian 
Games, the South Koreans 
were forced to lower their 
sights for the Olympics, pro- 
gressively cutting back their 
gold medal predictions as the 
event drew closer. But the 
presence of the world’s best 
did little to dampen ambitious 
expectations in sports such as 
boxing, wrestling and judo 
where South Korean athletes 
excel. 

Those ambitions seemed to 
trigger nationalistic anger, 
though, when New Zealand 
boxing referee Keith Walker 





the South Koreans began to take stock. 
The Korean-language Chosun Ilbo told 
its readers: "We lost the match — and 
we lost face as well." Although the 
newspaper joined just about every other 
South Korean publication in condemn- 
ing the referee, a small-town paintshop 
owner with 27 years' ring experience, it 
said nothing could excuse the outbreak 
of violence. 

That did not, however, save NBC, 
the American TV network, from a full 
broadside for having the temerity to 
show close-up footage of the brawl, re- 
layed through the US Armed Forces 








main press centre, where international 
relations progressively warmed as the 
Games wore on, the South Korean staff 
forgot their boisterous customers for a 
minute and erupted in applause. 

Relations were not nearly as good at 
the swimming pool. On the final day of 
competition, a scuffle broke out be- 
tween US reporters trying to file reports 
on their latest bag of medals and the 
South Korean press staff who insisted 
on keeping the volume of the TV set at 
deafening decibels as they watched local 
hero Kim Jae Yup striking gold in the 
lightweight judo contest. 

If South Korean athletes were not in 
the field, then most local spectators 
rooted either for the US or for athletes 
from developing nations or anyone who 
was not Japanese. In the cycling velo- 
drome, a ragged cheer broke out after 
Japanese cyclist Hiroshi Toyooka failed 
to match his time — a reminder of the 
love-hate relationship which 





Nationalistic anger triggered by referee's boxing on. 








continues between South Ko- 
reans and their former colo- 
nial masters. The South Ko- 
reans also had a fond spot for 
Taiwan's competitors, some- 
thing that was particularly 
noticeable during the opening 
ceremony march-past when 
the island's delegation re- 
ceived probably the longest 
burst of sustained applause 
after the South Korean team. 


B ut the South Koreans had 
a strangely detached at- 
titude towards the Olympics, 
partly because they had 
waited seven years for it to 
happen, partly because they 
never really saw themselves 
as truly active participants. 
Answering a random survey, a 
48-year-old shoeshiner called 





penalised South Korean ban- 
tamweight Byun Jong Il two crucial 
points for head-butting during a bruis- 
ing contest with Bulgarian fighter Ale- 
xander Hristov. The scene that followed 
has become one of the Games' notori- 
ous episodes: Hristov had no sooner 
been awarded the bout than chairs and 
bottles were tossed into the ring and the 
hapless Walker was attacked by a 
phalanx of South Korean officials, in- 
cluding a security guard who was sup- 
posed to be there to protect him. 

Byun staged a 67-minute sit-in inside 
the ring, beating by 14 minutes a similar 
and until now unprecedented protest by 
a South Korean boxer at the 1964 Tokyo 
Olympics. South Korean newspapers, 
using in news columns an opinionated 
style that is normally only reserved for 
the editorial page, accused Walker of 
biased judging and of colluding with the 
chief Olympic referee — a Bulgarian. 

By the time the anger had worn off, 





Korea Network. The South Korean 
Broadcasting Service deliberately drew 
away and chose a long wide shot 
throughout the incident. 

"We should think about why they 
[NBC] are exaggerating our weak 
points and finding fault when we are 
doing our best for our visitors with all 
our hearts. Too much respect [towards 
foreigners] makes us overly humble," 
noted a Choson Ilbo editorial writer. 
All this was soon eclipsed, however, by 
the sensational expulsion of Canadian 
sprinter Ben Johnson after a drug test 
showed he had taken steroids. 

In a great many cases, the South Ko- 
rean sense of national pride was touch- 
ing. When Greco-Roman wrestler Kim 
Young Nam beat Soviet Daulet Tur- 
lykhanov to win South Korea’s first gold 
medal, taxi drivers pulled up on the 
roadside to listen to the commentary on 
their car radios. In the cafeteria of the 





the Games “a feast for for- 
eigners,” while others complained 
about slow business, transportation 
problems, and loss of sleep and concen- 
tration as a result of watching TV cover- 
age late into the night. 

Opinions of foreigners were mixed 
among a people whose country was 
once called the Hermit Kingdom and 
who even today have an extremely 
limited international outlook. Un- 
employed Cho Dong Sok, 59, said: “I 
was happy to see a foreigner eating Ko- 
rean food and a foreigner giving away 
his seat to an old man on the subway.” 
Others thought their Olympic guests 
were candid, open-hearted, overly busy 
and practical, too tight-fisted — or “just 
different.” 

Manners and dress came in for par- 
ticular criticism. The shoeshine man 
thought some foreigners he saw were 
disgusting, “especially those who wear 
minimum underwear.” Chong Ok Jin, a 
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world of hotel 
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PPS Lez. 
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Conrad International Hotels 





ix more than fifty years we have striven to maintain our reputation for 
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Conrad International Hotel by con- 
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52-year-old restau- 
rant owner, was 
equally aghast. 
“Too naked," he 
snapped. “They 
should know they 
are not at home, 
particularly at the 
Games sites. I 
heard from volun- 
teers they expose 
too much of them- 
selves when clean- 
ers are doing their 
rooms." 

No wonder that 
South Koreans 
were a bit uneasy 


Opening ceremony at Seoul Olympic Stadium. 


South Koreans off 
sex with foreigners. 
A Ministry of Heal- 
th brochure prepar- 
ed for Olympic vis- 
itors says that most 
AIDS victims and 
carriers in South 
Korea are “prosti- 
tutes and men with 
a history of sexual 
activities abroad.” 

Just how the 
Olympics will 
change South Ko- 
reans is difficult to 
judge. Clearly from 
now on, not all for- 








about the more 
than 150,000 foreigners who crowded 
into Seoul. In the past, most of the for- 
eigners who came here were soldiers. 
But it is the scourge of AIDS which 
has really come to symbolise the danger 
of exposure to foreign influence. Every 
newspaper article on AIDS details how 


the infected person had sexual contact 
with a foreigner, or with a Korean who 
had been involved with a foreigner. 
That partly reflects the limited number 
of AIDS cases (four South Koreans 
have died of AIDS), but also betrays the 
government policy of trying to frighten 


The war in between 
that Uncle Sam forgets 


By Ken Stier in New York 


H olding the Olympics in Seoul has 
sparked renewed interest among 
Americans in the Korean War — often 
called the forgotten war of the US — 
which ended 35 years ago and claimed 
the lives of 54,260 Americans. 

This interest also coincides with the 
publication of a number of books, the 
screening of several TV documentaries 
about the war and a recent de-classifica- 
tion of documents, with information on 
the three-year-long conflict, in which the 
US suffered 90% of non-Korean and 
non-Chinese casualties. 

Korean War veterans, long referred 
to as the quiet generation, are also step- 
ping up their own campaigns to gain rec- 
ognition for their sacrifices and those of 
their fallen comrades-in-arms. To date, 
no tangible progress has been made to- 
wards solving the cases of 8,177 Ameri- 
cans missing in action (MIAs) and 
389 prisoners of war held by North 
Korea. 

The issue had been swept under the 
carpet until 1982, when the US, through 
the UN Military Armistice Command, 
requested North Korea for the first time 
to exhume its war dead, and, it was not 
until 1985 that the US Government again 
opened those files. Last November, the 
first move on the matter — the remains 
of five US MIAs were to have been sent to 
the US — fizzled out after a South Ko- 
rean airliner was blown out of the sky off 
Burma, apparently by North Korean 
agents. 

This slow process contrasts with the 





case of Vietnam MIAs, where account- 
ing for them has virtually been a precon- 
dition for improved relations between 
Hanoi and Washington. (The US suf- 
fered 58,194 casualties in its nearly 10- 
year war with Vietnam.) 

This is partly due to the fact that the 
Korean War, despite its profound conse- 
quences for the Cold War, had been 
overshadowed by World War II and 
Vietnam. Many, perhaps even most Ko- 
rean War veterans, say the US won the 
war. Most Americans, however, are not 
so sure. As actor Clint Eastwood puts it 
in a film on Vietnam: “In this century, 
the US won one war, lost one and tied 
one.” 

Living with ties is never easy. For one 
thing, this ambiguous legacy makes it 
more difficult to locate in the collective 
memory. World War II was clearly the 
good war, Vietnam was, almost as 
clearly, the bad war, but the Korean 
War was something in between. 

Culturally too, the Korean War was 
lost between World War II and Viet- 
nam. Many of the US officers in Korea 
had their formative combat experiences 
in the former, and Vietnam later took 
centre stage, cutting through a larger 
swath of the US, because it involved 
more people, lasted longer and, more 
importantly, was played out on home TV 
screens. 

There was also a greater cultural 
dynamism during the 1960s which soon 
overwhelmed events of the previous dec- 
ade. Even the most memorable TV pro- 
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eigners will be as- 
sumed Americans. The boxing incident 
has probably served as a lesson as well. 
South Koreans might see the Games as 
their symbolic leap into developed 
status, but it will still take time for them 
to feel comfortable with a world that has 
dealt them so much misfortune. go 





duction of the Korean War, Mash, the 
series based on the new Mobile Army 
Surgical Hospitals, displayed a sensibil- 
ity more at home with the Vietnam era. 

When Korean War veterans talk 
about what it was like to return home 
after the war, they speak of picking up 
the pieces of their lives. What their 
fathers and older brothers had done in 
World War II, they carried on in Korea. 
When they returned, there were no 
parades, nor did they really expect any. 

Frank Kerr, a former marine infan- 
try sergeant, speaks for many veterans 
when he says: “As far as we are con- 
cerned, this was the last war we won. Our 
mission was to save South Korea and we 
accomplished that. We don’t really need 
monuments. We know what we did.” 

Veterans of the Korean War are 
more likely to receive gratitude in South 
Korea, where the death of 3 million Ko- 
reans, mostly civilians, is still vividly re- 
membered. For several years, the South 
Korean Government has also been 
quietly subsidising return visits to South 
Korea of US veterans and granting them 
honorary citizenship. 

Recent  de-classified documents, 
meanwhile, are casting the war in a new 
light. The role of Gen. Douglas MacAr- 
thur is being re-evaluated; the lustre of 
the landing at Inchon is dulled because 
most of the North Korean army man- 
aged to escape, while new evidence is 
finding officers and others at fault for 
not anticipating the Chinese entry. 

For the US, a nation whose collective 
memory is largely kept on celluloid and 
video tapes, it may take an influential 
conglomerate like Hollywood to deem 
the subject worth another look for such a 
revival to make a dent in the public con- 
sciousness. But, as one Korean War vet- 
eran laments: “I guess our war was just 
not marketed well enough." Hu 
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The stage is set for 
art for politics’ sake 


By Jeremy Eccles in Seoul 


] nside the Shinsun Theatre, a blacked- 
out attic above a billiard hall, there 
has been a remarkable performance 
blending dramatic traditions and con- 
temporary political commentary. It is 
no accident that the Shinsun, part of a 
rejuvenation in the arts of South Korea, 
is situated near Yonsei and Ehwa uni- 
versities, for this is a youthful revival. In 
one performance, for example, some 
young women in the audience covered 
their faces with their hands in shock at 
the satiric critiques of President Roh 
Tae Woo played out in Bok Soo (The 
Serving Man) — a play combining tradi- 
tional music and modern politics in a 
gentle, confrontational manner. 

Bok Soo is a modern rendition of a 
traditional theatrical form called a 
Madang Guk play. There are four per- 
formers, two men in 





Scala, the Bolshoi Ballet (the first 
Soviet group to visit South Korea since 
the 1950s) and the Comedie Francaise 
were performing to packed houses in 
the former, the National Theatre was 
the showcase for local productions. 
There, though they were not mixing it 
quite as politically as in the Madang 
Guk plays, they revealed the roots of 
that drama — which tries to convey 
modern political and psychological 
messages with the help of timeless 
dramatic forms. 

The International Arts Festival was 
officially blessed with a Shamanistic 
performance outdoors, where drums 
and pipes mingled with women's 
chants and dancing, and makkoli. In- 
doors, The Story of Pae-bijang, which 
was being performed by the National 








judo clothes and two 
women in traditional 
Korean dress. While 
the men did most — but 
certainly not all — of 
the talking, the women 
commented and coun- 
terpointed from the 
wings with pungent 
rhythms of the ancient 
Korean drums changgo 
and chwa-go and the 
wild — threnody of 
Shamanistic chants. 

At frequent points 
in the play, various 
members of the audi- 
ence were dragged, 
more or less willing- 
ly, on to the floor to 
join in the dancing and 





|Shamanistic theatre: ancient knives and modern microphones. 








chanting. And, even 
those that thought themselves safe in 
their seats were not spared aggres- 
sive and intimate questions by the ac- 
tors. 

At the end of the play, the audi- 
ence did not leave immediately. In 
South Korean style, the director, Nam 
Min Ha, took centre stage to lecture 
his audience on the interpretation and 
meaning of the play — his talk again 
punctuated by the beat of the chwa- 
go. All of this was, meanwhile, accom- 
panied by makkoli, the cloudy white 
rice beer that is one of South Korea's 
links with its traditional, rural past. 

Makkoli also was one of the links be- 
tween this night at one of Seoul’s hottest 
theatrical areas and the official Seoul 
International Olympic Arts Festival, 
taking place at venues ranging from the 
4,200-seat Sejong Cultural Centre to the 
National Theatre with its three stages. 

While international giants like La 





Chang Guk Opera Company, por- 
trayed a magistrate brought down by 
his serving man through the dual 
temptations of wine and women. 


his theatrical fervour coincides with 

a desire to dig up the roots of 
South Korean culture shared by the 
government apparatus, young radicals 
and senior theatrical figures in South 
Korea — a desire which could be best 
summed up by quoting from a 1988 
essay on South Korean theatre pre- 
pared by the local centre of the Inter- 
national Theatre Institute: 

"Through the preparation for the 
Olympiad, we have come to have a high 
opinion of ourselves. We have learned 
to see our native country as one of the 
most important nations in the world. It 
can be said that this self-consciousness 
has given a turning point in the develop- 
ment of our theatrical art. The Korean 











artists ask themselves more earnestly 
than ever, ‘Who are we, the Koreans?’ 
Bearing this question in mind, most art- 
ists exert themselves to dig out the real 
Korean that has been handed down to 
us from our forefathers. They also do 
not neglect to build a new tradition, in 
which one can find the assimilation of 
what we have learned from foreign cul- 
tural circles.” 

Put more crudely, anything that in- 
volves traditional input is now seen as 
patriotic in South Korea. The Madang 
Guk plays, which had been largely 
performed underground until 1987, 
were aired at the first Nationalist 
Drama Festival earlier this year in 
Seoul. At that festival, 16 groups, in- 
cluding two from Kwangju which tack- 
led the 1980 violence there, tested 
through their productions the toler- 
ance of the Public Performance Ethics 
Committee, a sort of semi-governmen- 
tal censorship board. 

The ethics committee may be sur- 
prised by the sheer pace of change tak- 
ing place both inside and outside the 
South Korean theatre. It did, how- 
ever, draw the line in February, when 
it banned the play Maechun (Prostitu- 
tion) — intended to portray "the un- 
derside of the harsh reality of a 
money-orientated society and export- 
inspired economy" — on the grounds 
that it contained "lewd descriptions 
and a distortion of historical events." 

Perhaps this was because Maechun 
failed to make use of the drums and 
dances which seem to protect the 
Madang Guk plays. But whatever the 
reason, the new Ari Academy and the 
Institute of Music Theatre could offer 
some guidance and assistance. The 
two were established this year to reno- 
vate the traditional South Korean 
drama method, which traditionalists 
say has completely lost its foothold. 

Optimism is running high at the 
academy, where director Kang Joon 
Hyok hopes a South Korean drama 
"which may be the equivalent of the 
Shakespeare drama, the Brecht drama 
and the Stanislavski drama" will be 
created. 

How far official tolerance will allow 
these hopes to blossom is unpredicta- 
ble. It may be that, as in Israel, for in- 
stance, the theatre will become a 
licensed laboratory to examine the un- 
thinkable — in itself a better escape 
valve for a society under pressure than 
the bottlenecks of riot shields and tear 
gas camped outside university gates. 

It will also be interesting to see on 
which side of the line the Shinsun 
Theatre's next production, Botong 
Gorilla (The Ordinary Gorilla), will 
fall. The play is based on a book of 
satirical cartoons by Joo Wan Soo in 
which President Roh is portrayed as a 
simian brute. The book has outsold 
Marx in university bookshops and has 
gone through 10 editions in its first 
five months. Hu 
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CHINA 





Sweet-and-sour images 


Chinese Film: The State of the Art in the People's Republic edited by George 
Stephen Semsel. Praegar Publishers, New York. £25.95 (US$43.40). 


study spans the period between 
two turning points in recent Chinese 
film history: the flowering of Chinese 
cinema, and the transfer of the control 
of the film industry from the Ministry of 
Culture to the Ministry of Radio, Film 
and Television. It is a portmanteau 
book, with a little under half of its 
length covering interviews with peo- 
ple working in film, and the rest de- 
voted to history and critical com- 
ment. 

The book starts with a well-informed 
overview of the industry by George 
Stephen Semsel, a US academic who 
: worked in Peking as a foreign expert at- 
tached to the China Film Corp. in 1984- 
85. Here, he introduces us to the gener- 
ation of film-makers (the so-called Fifth 
Generation) that graduated from the 
Peking Film Institute in 1982. This is fol- 
lowed, a little oddly, by a chapter on 
the early days of the Changchun Film 
Studio, the nursery of post-1949 
Chinese cinema, written by Patricia 


£27.50 (US$45.98). 


hinese leader Mao Zedong's Great 

Leap Forward may have been an un- 
mitigated disaster in economic terms, 
but culturally speaking it had its mo- 
ments. One of these occurs in Huang 
Baomei, a 1958 film about the struggle 
for modernisation in a Shanghai cotton 
mill. Following victory on the factory 
floor, a model labourer and her com- 
rades find themselves magically trans- 
formed into a cluster of fairy maidens — 
surely a milestone in that great cultural 
project, the creation of socialist kitsch 
with Chinese characteristics. 

The director of this minor master- 
piece was a young film-maker called Xie 
Jin. Xie's later achievements included 
the agitprop classic The Red Detach- 
ment of Women of 1961, the Cultural 
Revolution model opera On the Docks 
and most recently, the anti-Cultural 
Revolution Hibiscus Town, made in 
1986. His career is the tale of an 


exemplary cultocrat, a hybrid of 
bureaucrat and artist peculiar to 
socialist regimes. 


Cultocrats tend to dominate and 
thrive in film production, for film is not 
only a primary tool of propaganda but a 
most expensive one, and only cultocrats 








An artful apologia 


China Cinema by Paul Clark. Cambridge University Press. 





Wilson, an art historian and long-time 
resident of Peking. 

Xia Hong, the managing editor of 
the periodical Film Art, then introduces 
the reader to the theory of Chinese film. 
Next, the fruits of the Fifth Generation 
— the standard bearers of China's new 
cinema — are critically examined by 
Ma Ning, a scholar on leave in Australia 
from his job at the China Film Corp. This 
is followed by some interviews anda final 
chapter by Semsel in which he attempts 
to make some sense of new develop- 
ments in the film circles, including the 
gloom that set in with the reorganisation 
of the industry and the toughening of of- 
ficial attitudes to the arts in 1986. 

The chief weakness of this book is 








ters and left it at that. Still, it is hard to 
deny the interest of much that the 
reader finds here. Ma, for example, is il- 
luminating on the work of such film- 
makers as Chen Kaige and Zhang 
Yimou, and on what their work at- 
tempts to say about the stagnant state of 
Chinese culture and the narrowness of 
rural life and perceptions. 

None of the directors dealt with has 
tackled the immensity of China directly, 
though all have approached it at an 
angle, which Ma says is an anthropolo- 
gical one in films like Yellow Earth, 
which is shot through with folklore and 
ritual, Sacrifice of Youth, a confronta- 
tion of the sexually inhibited heroine 
with the lustier Dai people, and On the 
Hunting Ground, which conjures Mon- 
golian horses and herdsmen and blood- 
spattered steppes. 

The film-makers seem to have a 
traveller’s instinct, with a longing to 
look beyond the humdrum to more 
vivid horizons. But looking at life on 
the edges of Chinese civilisation is, of 





the absence of a 
general theme to tie 
its strands together, 
and it appears to 
give the impression 
of having rounded 
up the main charac- 


can guarantee high 
political returns for 
the party’s invest- 
ment. 

A less polite term 
for the cultocrat is 
party hack. But 
readers should not 
expect anything so 



























Hibiscus Town: made by cultocrat. 


course, a way of 
looking at Chinatoo. 
Border regions have 
also always been 
something specialin 


Chinese history. 
Typically, too, 


the characters a 
sense of revolution- 
ary purpose, Clark 
defends the result: 
“The film does not 
lack depth, only most 
of Lu Xun's particu- 
lar subtleties.” 
Clark's book also 
fails to provide the 
political context 
which has shaped 
the development of 
contemporary Chi- 
nese cinema. In dis- 








discourteous from 
Paul Clark's Chinese Cinema, essen- 
tially a history of China's film cultocracy 
since 1949. Clark occasionally hints that 
he has found many post-revolution 
Chinese movies yawn-worthy at best. Yet 
he often expresses respect for films and 
film-makers who from his own descrip- 
tions seem to be deserving of far less. 
The result is that the text often reads 
like an apologia. If films made about the 
revolution lack “subtlety and am- 
biguity," Clark contends that these miss- 
ing qualities are *often compensated for 
by direct emotional power, particularly 
as party martyrs march bravely to their 
deaths." When in the process of adapt- 
ing a short story by the famous pre- 
revolutionary writer Lu Xun for the 
screen, the director flattens the narra- 
tive, removes all ambiguity, and gives 





cussing the political 
controversy over the film Unrequited 
Love, (a.k.a. Bitter Love) for example, 
he claims it was two well-known critics 
who revived the debate in the autumn of 
1981, thus fanning the flames of the 
party's dissatisfaction with the cultural 
world. Later, he cautiously says that the 
1983-84 campaign against “spiritual pol- 
lution had enjoyed apparent support 
from the highest levels of leadership." 
Despite such problems, Chinese 
Cinema does contain useful and interest- 
ing information as well as the occasional 
amusing anecdote. Clark's next book 
will be on the controversial “Fifth Gen- 
eration" of Chinese film-makers who 
graduated from the Peking Film Insti- 
tute in 1982. It is a fascinating topic. Let 
us hope he does a better job with it. 
— Linda Jaivin 
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the bases of early communist activity fell 


inthe borderregions, where two or more 
provinces meet. The most famous of 
these, Yanan in northern Shaanxi, is 
practically synonymous with the com- 
munist movement. Therefore, there was 
nothing fortuitous about the choice of 
northern Shaanxi for the location of Yel- 
low Earth, of which director, Chen, says 
“was the limit of our civilisation, the 
meeting point between the Chinese and 
the barbarians." 

Of the interviews, the easiest to read 
is the one with Lee Grumman, a US stu- 
dent invited to play the part of Agnes 
Smedley in a film about the legendary 
Red Army general Zhu De. This is not 
surprising, since hers is the only voice 
that is not translated. Smedley, who has 
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Tue joke doing the rounds in the US 

is that had the Japanese known that 
one day they would buy up much of 
Hawaii, they would not have taken the 
trouble of destroying Pearl Harbour. 
Buying into America provides a serious 
look at the foreign investment 
phenomenon in the US and a clear un- 
derstanding of the new international 
economic order. 

While supporters of the foreign in- 
vestment spree pinpoint the 3 million 
new jobs created, enjoy the heightened 
real estate market and appreciate the 
greening of rural America, critics fear 
the phenomenon would undermine the 
global political and economic leader- 
ship of the US in coming decades. How- 
ever, it is common knowledge that most 
US mayors and governors do not care 
where the money comes from as long as 
they keep their ailing cities and states 
from going under. 

In the state of Tennessee, for in- 
stance, there are about 30 major Japan- 
ese industries operating with US$1.1 
billion capital and about 7,000 employ- 
ees. They are motivated by a robust op- 
timism in the omnipotence of free enter- 
prise, and by the ideals of the free flow 
of goods, services and capital through- 
out the world. The Japanese are now 
the premier investors in the US. Others 
include Canadian, Dutch, British, West 
German, Swiss, French and Kuwaiti in- 
vestors. And, in most of these cases, 
foreign governments are being replaced 
by private companies. 

The increase in foreign investments 
in the US has, however, become a con- 
troversial issue. The scuttled Fujitsu 

: purchase of an 80% stake in Fairchild 
Semiconductor Corp. in 1987 was the 
first major such foreign investment con- 
troversy, provoking questions on na- 
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been described as a working-class mix- 
ture of Harriet Beecher Stowe and Flor- 
ence Nightingale, was in Yanan in 1937. 
Her conversations there with Zhu were 
later put into a book. The film is called 
Zhu De and Smedley, but Grumman 
says "it's just another film about Yanan, 
a description of a place, a time, and a 


China." 

These remarks are telling. They 
suggest that the barbarian, in this case 
Smedley, is less of a character than a 
prop. This is further borne out by the 
way she is portrayed — “as soft and 
childish," Grumman says, the way for- 
eigners are seen in Chinese eyes. She 





also fulfils the function of aboriginals 
and tom-toms in Western adventure 


The Japanese are coming 


Buying into America by Martin and Susan Tolchin. New York Times Books. 


tional defence and starting a trend of 
viewing the foreign bounty as a poten- 
tial Trojan horse. 

The rebellious responses from 
Tokyo, Riyadh and London towards 
any possible legalisation affecting for- 
eign investments has also begun to 
worry economists and politicians. For 
instance, the Saudi Arabians 
threatened to divest themselves of their 


person, Zhu De, that is exclusively | 











Anti-Japanese backlash in Washington. 














films: adding ethnic colour and fris- 
son. 
Of course, the Chinese are no differ- 
ent from anybody else in thinking them- 
selves central and foreigners peripheral. 
But they overdo it. An example of this is 
the way they have been nationalising 
film, and making it more characteristi- 
cally Chinese. 

It is also true that China wants its 
films to win awards at international film 
festivals. But international recognition 
has its ambiguities; it could encourage 
artists, or it could corrupt them. Luck- 
ily, art is not as frail as it is often thought 
to be. Let us hope that the flowering of 
Chinese film will survive both the inter- 
national attention and the attempts to 
nationalise it. — Lynn Pan 


securities in the US rather than disclose 
their holdings, while British Prime 
Minister Margaret Thatcher was said to 
have lobbied personally with President 
Reagan on the unitary tax issue, which 
was eventually repealed. A Japanese 
pulp mill in Alaska was, meanwhile, in- 
strumental in the 1984 Congressional 
defeat of the Clean Water Act, a matter 
of serious environmental concerns to all 
Americans. 

Buying into America also provides a 
picture of the reverse lobbying that goes 
on in the US to lure international busi- 
ness into the country. For example, 
Kentucky state provided infrastructure 
worth US$112 million to attract Toyota. 
By 1986, 29 states had 60 field offices 
abroad to facilitate foreign investment, 
of which 22 had offices in Tokyo, a step 
now being emulated by every US state 
and city. 

The book also examines the transfor- 
mation of the US industry and business 
through their contacts with the work 
ethic of the Japanese and the quality- 
consciousness of the Germans. It also 
shows how real estate investments in 


| prime sections of urban areas as well 


as the foreign ownership of acres of 
agricultural land are viewed with grow- 


| ing scepticism. Some of these invest- 


ments are actually depositories of 
the ill-gotten wealth of the likes of 
former Philippine president Ferdinand 
Marcos. 

After a comparative analysis of for- 
eign investment policies of countries 
like Japan, Australia and Kuwait, the 
authors claim the US remains the ulti- 
mate host for foreign investment be- 
cause of its political, economic, and cul- 
tural receptivity. They also give a few 


| solutions that would ensure investment 
| reciprocity to US investors in order to 


sustain the world leadership they could 


{| soon lose. Altogether, the book is a 
p highly professional 
| breadth of an economic history and the 


study with the 
reach of a Doomsday book on foreign 
investment — an activity which was 
once purely a US monopoly. 

— Thomas Palakeel 
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By Charles Smith in Tokyo 


J apan has been embarrassed by grow- 
ing US support for the idea of a 
Japan-US free-trade area, not least be- 
cause of doubts about how other Asian 
countries might react to such a pact. In 
response to US prompting, at least four 
central government ministries have 
either started, or are about to start 
studies of the free-trade proposal. 
However, officials at the Foreign 
Ministry, the sponsor of one such study, 
admitted that no one has a clear idea of 
how a free-trade area would work, or 
even what types of transactions it might 
cover. “If you ask us what we are talking 
about, the answer is that we don't 
know," the official admitted. He added 
that discussion of the concept "might 
stimulate positive thinking" about “va- 





Tokyo study groups in a muddle over a Japan-US free-trade zone 


Zone of confusion 


should be compatible with Gatt [Gen- 
eral Agreement on Tariffs and Trade]." 
an official said. 

Japanese officials appear to assume 
that a Japan-US free-trade zone would 
involve far more than merely cutting 
tariffs — both the US and Japan main- 
tain negligible tariff barriers to imports 
— and abolishing quotas on bilateral 
trade. A free-trade zone might also fol- 
low the example of the US-Canada 
agreement in setting up a disputes-set- 
tlement procedure and in seeking to 
promote free movement of capital be- 
tween the two countries. But opinion 
about its success seems negative. 

Kazuo Nukazawa, managing direc- 
tor of Keidanren, the Japanese big-busi- 
ness federation, says it would be rash to 


| in free-trade negotiations, Nukazawa 





stricted by “informal administrative gui- 
dance" exercised by various ministries. 
Since this guidance is extra-legal, it 
would be hard to hold across-the-board 
negotiations on how to eliminate it. 
Liberalisation of Japan's retail-dis- 
tribution sector, which continues to be 
governed by laws designed to protect 
small stores, would be another key issue 


said, but would almost certainly be 
blocked by opposition from domestic 
lobbies, such as the farming and distri- 
bution interests. “If they clubbed to- 
gether to oppose a free-trade area 
agreement the whole process could 
stall,” he said. 

US thinking on the elimination of 
“voluntary restraint” agreements on ex- 





rious aspects” of US-Japan 
economic relations. 

The idea of a Japan-US 
free-trade area appears to 
have been the brainchild of 
US Ambassador to Japan 
Mike Mansfield, who about 
three years ago began 
suggesting that the two 
countries needed a broad 
framework within which to 
discuss bilateral economic 
relations as a way to avoid 


becoming obsessed with 
specific issues. 
Mansfield’s thoughts 


were echoed by Makoto 
Kuroda, a vice-minister of 
the Ministry of Interna- 
tional Trade and Industry 
(Miti) and trouble shooter 
on Japan-US trade prob- 
lems. He retired a few 
months ago and has become 





Ld Takeshita: broad framework. 





ports of individual items 
baffles Japanese observers. 
Some analysts suggest that a 
wholesale removal of volun- 
tary-restraint arrangements 
might lead to a surge in Ja- 
panese exports to the US of 
currently restrained items, | 
such as consumer elec- 
tronics, steel and integrated 
circuits. Nukazawa's 
answer is that advocates of a 
US free-trade area may be 
assuming that voluntary-re- 
straint arrangements would 
be excluded. 





he rationale for this view 

is that such arrange- 
ments originated with Ja- 
panese “requests” to be al- 
lowed to restrain exports, 
not with US demands. The 
arrangement under which 


PHOTOS AP 





an adviser to Miti. But 
Miti officials say Kuroda and Mans- 
field were originally "isolated voices." 
This changed when US Senate-majority 
leader Robert Byrd urged Prime Minis- 
ter Noboru Takeshita to agree to 
hold negotiations on a free-trade 
area during talks in Washington in 
January. 

Takeshita's suggestion that both 
countries should independently study 
the idea before starting discussions led 
to a proliferation of ministerial study 
groups. Foreign Ministry officials, how- 
ever, stress that each of the half dozen 
or so studies under way are indepen- 
dent. *The only common principles are 
that we should consider the impact on 


neighbouring countries, and that any re- 
commendations on a free-trade area 








assume that an agreed disputes proce- 
dure would eliminate the US' use of the 
much-feared Article 301 of its Trade 
Act. This article allows the US adminis- 
tration to penalise imports from unre- 
lated sectors of Japanese industry after 
finding a given industry guilty of unfair 
trade practices. Japanese officials have 
called it a “lynching machine” because 
of the freedom it gives the US to target 
any sector of the Japanese economy for 
retaliation. 

Munemichi Inoue, an economist at 


| Marubeni Corp., is strongly sceptical 


about the value of a Japan-US trade 
agreement on freeing bilateral capital 
movements. Incoming overseas direct 
investment in Japan is nominally free, 
Inoue said, but in fact tends to be re- 
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Japanese vehicle exporters 
limit car shipments to the US to 2.3 
million cars a year is the best known 
instance of unilateral restraint by 
Japan. 

Japanese officials and businessmen 
who have visited the US recently say 
that fears of increased protectionism in 
Europe, as the EC moves towards its 
1992 goal of achieving a unified-internal 
market, have spurred enthusiasm for 
the idea of a free-trade agreement with 
Japan. The extra exports the US would 
gain as a result of free entry to Japan’s 
markets would counterbalance lost ex- 
ports to Europe, they argue. Some ana- 
lysts even suggest that “Ameripon” (an 
economic block consisting of US and 
Japan) would exert strong pressure on 
the EC in trade negotiations. 
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Japan appears to be at least as wor- 


ried as the US about the unified EC 
market turning out to be protectionist. 
But Nukazawa pours cold water on the 
idea of responding to such fears by 
promoting trading blocs in Asia. 
“If we form a free-trade agreement with 
the US which is full of holes and excep- 
tions after criticising moves towards re- 
gionalism in Europe, we will be laughed 
at by the Europeans,” he said. More dis- 
turbing would be the reaction of other 
Asian countries which might see Japan 
as having “accepted treatment as an 
honorary White.” 

Miti officials say that increased pro- 
tectionism in Europe could have 
speeded up US-Japan trade-agreement 
studies but were certainly not the origi- 
nal impetus for the idea. A far more im- 
portant reason for studying the free- 
trade idea, in Miti's view, is to gain 
time for settling intractable trade 


issues. 2 à 
One Miti source suggests that if the 


two countries spent two or three years 
working out a "broad framework" 
within which to discuss trade problems, 
issues that tend to become politically 
explosive when dealt with on the pre- 
sent ad hoc basis could be handled at lei- 
sure. Miti's problem is that it does not 
appear to know what such a broad 
framework might comprise. One source 
suggests long-term quantitative targets 
for the main items involved in bilateral 
trade, but Japan has traditionally re- 
jected all attempts by outsiders to im- 
pose such targets on it. 

Faced with the pitfalls involved in 
the US proposal, most Japanese offi- 
cials seem to feel the best approach is to 
review the idea as one of a number of 
overlapping possibilities for promoting 
free trade. Miti's US-Japan Free Trade 
Study Group, which held its first session 
on 30 September, is working in harness 
with an Asia-Pacific Cooperation Study 
Group which it also is sponsoring. Both 
groups are expected to report at about 
the same time. 

Miti's says that a US-Japan trade 
agreement, if one emerges, should be 
open-ended, with other countries in the 
Asia-Pacific region welcome to join. To 
test the US view towards this idea, Miti 
has asked whether Japan would be eligi- 
ble to join the existing US-Canada trade 
agreement. So far there has been no 
reply. 

Japanese Government tactics on the 
free-trade issue will consist of studying 
the idea at ministerial level, until early 
next year, by which time a new US ad- 
ministration may have clarified its 
thinking on the idea. If the US strongly 
urges Japan to start direct negotiations 
on the formation of a free-trade zone 
Japan may feel bound to concur, but 
Tokyo may well be hoping that this will 
never happen. The best way to avoid 
such an outcome could be for Japan to 
press on unilaterally with the liberalisa- 
tion of its own economy. Hu 
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Triggering trade hopes 


Anglo-Malaysian arms deal promises to boost business links 


By Nick Seaward in Kuala Lumpur 


M ore details of the Anglo-Malaysian 
arms deal are beginning to emerge, 
which suggest the deal is worth poten- 
tially much more than the £1.5 billion 
(US$2.54 billion) announced earlier. 

There now appears to be another 
larger list of military hardware, includ- 
ing six new submarines worth an esti- 
mated £100 million each, which 
Malaysia wishes to acquire from Britain 
over the next 15 years. The deal also ap- 
pears to involve a wider range of barter, 
bilateral aid and joint-production ar- 
rangements with British firms than indi- 
cated. 

Under the terms of the memoran- 
dum of understanding (MOU), signed 
by Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad and British 
Prime Minister Margaret Thatcher on 
27 September, Britain agreed to supply 
a package of military hardware, training 
and technology transfer (REVIEW, 6 
Oct.). Included in the deal were a 
squadron of eight Tornado fighter-bom- 
bers, artillery, naval helicopters, 
ground-to-air missiles and two second- 
hand Royal Navy submarines. 

Apparently, this list contained only 
the priority items needed by Malaysia to 
modernise its armed forces. The sec- 
ond, unpublicised list has been designed 
to meet much of Malaysia’s armaments 
needs until after the turn of the century. 

Besides the six new Vickers 1,400- 
ton conventional submarines, the sec- 
ond list includes two batteries of short- 
range Rapier ground-to-air missiles 
(which were earlier reported to have 
been included in the priority list), three 
offshore patrol vessels and Lynx anti- 
submarine helicopters. Meanwhile, it is 
now learned that the priority list also in- 
cludes a major tri-service communica- 
tions package. 

As Mahathir has stressed, the MOU 
does not commit Malaysia to buy any of 





these arms from Britain. However, the 
signing was followed a week later by a 
visit to Malaysia by British parliamen- 
tary under-secretary of state for defence 
procurement, Timothy Sainsbury. Mili- 
tary sources say the British are confi- 
dent that contracts for the priority-list 
equipment will be signed within three 
months. Securing orders for the second- 
ary list will depend on how well the de- 
fence relationship evolves. 

Military analysts say that a major fac- 
tor in Britain’s favour is its willingness 
to supply the latest technology and train 
the armed forces in its use. Britain has 
also made an open-ended commitment 
to import primary commodities from 
Malaysia at market prices as counter- 
trade. 

Malaysia was pressing Britain to ac- 
cept barter for the entire value of the 
contracts but so far the exact percentage 
has not been fixed. Only Malaysia’s 
state oil company, Petronas, has been 
nominated as one of the counter-trad- 
ers. 

Beside the counter-trade provisions, 
there may be an understanding between 
the two governments on an aid compo- 
nent. Although officially not part of the 
deal, some sources suggest that Britain 
has indicated its willingness to grant aid 
to Malaysia on major infrastructural 
projects, if contracts were won by 
British companies. It may be significant 
that in her meeting with Mahathir, 
Thatcher expressed interest in 
Malaysia's plan to link three hill resorts 
with a M$600 million (US$224.3 mil- 
lion) highway. 

What is certain is that Britain has un- 
dertaken to transfer manufacturing 
know-how. One of the most significant 
aspects of the MOU is that it provides 
for the joint manufacture of defence 
equipment in Malaysia for export to 
third countries. Among the Malaysian 














FAR EASTERN ECONOMIC REVIEW e 13 OCTOBER 1988 


85 














: cof 








ompanies that could become exporters 
ritish-designed equipment or its 
armaments expertise are Airod, the 
privatised aircraft maintenance com- 





pany owned 49% by Lockheed of the 


US. Marconi (Malaysia) in electronics, 
and Malaysia Mining Corp. (MMC) for 
mechanical engineering. 

MMC and Britain's Alvis have al- 
ready started a joint-venture program- 
me to modernise the Malaysian army's 
Ferret scout car. Sources indicate that 
MMC could be given substantial work 
on the launchers for the hand-held Jave- 
lin ground-to-air missile made by the 
Belfast-based company Short Brothers. 
Malaysia is buying 48 Javelin systems. 

The greatest potential for joint ven- 
tures lies with the Royal Malaysian 
Navy's base at Lumut. The M$1.2 bil- 
lion base was completed by the West 


German company Thyssen Rheinstahl 


Technik four years ago and is equipped 
with a shiplift, which makes it ideal for 
submarines. 

The government has already said it 
intends to privatise the base, as it did in 
1985 with Airod, which it formed out of 
the Royal Malaysian Air Force's 
maintenance facility. If the deal for the 
submarines goes ahead, there could be 
scope for commercial cooperation be- 
tween Lumut and the submarine's de- 
signer. Vickers Shipbuilding and En- 


gineering (VSE), which could con- | 


ceivably lead to joint marketing. 


he submarine Malaysia is interested 

in is the new type-1400 design, 
which was exhibited by VSE earlier 
this year at the Defence Services Asia 
exhibition in Kuala Lumpur. A deriva- 
tive of the type-2400 class, four of which 
are currentlv entering service with Bri- 
tain's navy, the 1400 has a maximum 
range of 10.000 nautical miles, with a 
top submerged speed of 24 knots. 

Even if the type-1400 deal does not 
go through, the purchase of the two sec- 
ond-hand Oberon-class submarines 
could lead to Malaysia creating a niche 
for itself in Southeast Asia in the fitting 
out and maintenance of submarines. 

One of the Royal Australian Navy's 
(RAN) six Oberon-class submarines 
has already visited the Lumut base and 
last November, Australian Defence 
Minister Kim Beazley said that he was 
considering using Lumut for mainte- 
nance work on RAN ships. Meanwhile, 
the only country in the region to operate 
submarines is Indonesia, which has 
two medium-sized West German—built 
boats. But Indonesia is unable to under- 
take major repairs or refits. 

Indonesia already uses Airod’s 
facilities for the maintenance of its C130 
aircraft. Airod has been picked to sup- 
ply support and maintenance for the 


-Tornado squadron. Another govern- 
` ment-owned 


company, Syarikat 
Malaysia Explosives is expected to un- 

















Testing their metal 


Dispute over aluminium output threatens Tokyo-Jakarta relations 


By A Correspondent in Jakarta 
A dispute over the dis- 
tribution of aluminium froma smel- 
ter jointly owned by Indonesia and 
Japan is causing concern among busi- 
nessmen in both Jakarta and Tokyo. 
The dispute, if not resolved promptly, 


could upset the extensive economic re- | 


lations between the two countries. 

Until last year, the smelter in ques- 
tion, Indonesia Asahan Aluminium 
(Inalum) was 2596 owned by In- 
donesia's Ministry of Finance with the 
remainder belonging to a consortium of 
12 Japanese aluminium companies and 
the Overseas Economic Cooperation 
Fund, an official Japanese agency. In- 


donesia raised its stake to 41% via a | 


complicated capital restructuring in 
June 1987. 

The dispute became public in July 
when Abdul Rauf Suhud, chairman of 


the Asahan Aluminium Authority, un- | 


ilaterally suspended aluminium ship- 
ments to Japan. He complained that 
Japan had refused to respond to his de- 
mand that output allocations be re- 
negotiated. 

"What we want is a reasonable share 
which reflects Indonesia's contribution 
to the project," Suhud said. To press his 
point all aluminium shipments to Japan 
and other countries 
Domestic production continued. The 
move has forced Japan to pay higher 
spot-market prices to replace the 10% of 


. its aluminium needs which used to be 


imported from Indonesia. 

The heart of the Inalum dispute re- 
volves around the distribution of 
aluminium between domestic consump- 
sumption and exports. The master 
agreement for the project stipulates that 
Inalum must make available for domes- 
tic consumption 75,000 tonnes a year or 
one-third of production, whichever is 
less. (Last year the 225,000 tonne-capa- 
city smelter, situated in North Sumatra, 
produced only 191,000 tonnes because 
of falling water levels in nearby Lake 
Toba, which powers the plants two 
hydroelectric turbines.) Most of the re- 
mainder is exported to Japan. 

The share set aside for domestic con- 
sumption was not changed when In- 
donesia raised its equity stake to 41% 


| last year. Early reports following the ex- 


port suspension suggested that Suhud's 
intention. was to match the domestic 
consumption allocation with In- 
donesia's ownership in the project. But 
sources familiar with the project now say 
Suhud, under pressure from domestic 
aluminium users, wants to raise In- 


dertake high-precision engineering | donesia'sshare to at least 50%. 
work on a sub-contract from Airod. J Indonesia deserves a higher alloca- 
M d. MES st 
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were halted. | 
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tion, Suhud says, because of growing 
domestic demand and as compensation 
for the use of Lake Toba and Asahan 
River water. “Even if there is an agree- 
ment, interpretations change from time 
to time,” says Suhud. 

Japanese officials are willing to dis- 
cuss the domestic consumption argu- 
ment but hasten to point out that one- 
third of last year's output, about 63,000 
tonnes, still exceeds domestic consump- 
tion, estimated by Suhud at about 
58,000 tonnes in the current year. 

Japanese officials also point out that 
as part of the master agreement Inalum 
already pays an adjustable annual fee to 
Indonesia to cover the use of Lake Toba 
and Asahan River waters. At current 
aluminium prices the annual fee 
amounts to approximately US$11.5 mil- 
lion. 

Japan, which financed the bulk of 
the US$2.1 billion smelter, the largest in 
Southeast Asia, views the suspension of 
exports as nothing less than a breach 
of contract and has so far refused to 
compromise in negotiations. Senior Ja- 
panese officials lodged complaints over 
Indonesia's handling of the issue to In- 
dustry Minister Hartarto when he vis- 





qp MM M 





SHIPPING 
Sailing in 
circles 


Bangkokgambles on 
priority berthing plan 


By Paul Handley in Bangkok 


angkok has turned the tables on 

foreign shipping lines serving the 
jammed port of Bangkok. By offering 
priority berthing rights to lines not de- 
manding surcharges, the Port Authority 
of Thailand (PAT) has forced several 
international shipping conferences to 
back off from imposing sizeable in- 
creases in the charges levied for port 
mismanagement. 

The priority berthing plan is a gam- 
ble, however. Managed perfectly, it 
could boost efficiency and keep rates 
low for Thai exporters, who have been 
suffering for months because of port 
mismanagement. Ideally, the number 
of vessels serving the port would drop, 
but they would carry more and sit in 
port for less time. Currently, vessels 
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ited Tokyo in early September. 

Sources say the Japanese 
are upset at being required to 
renegotiate output shares in 
the first place. “We have an 
agreement and we expect both 
sides to abide by it," said one 
Japanese official. 

A team of Japanese 
negotiators left Jakarta on 28 
September having secured the 
release of one 10,000-tonne 
shipment but were unable to 
reach a final solution with 
their Indonesian counter- 
parts. Officials would not 
comment on when and where 
a new round of negotiations 
would be held. 

At its inception, the Asahan 
smelter complex in North 

















Sumatra was viewed as a flag- T em D een ur HE e EE s 
ship of economic cooperation [Asahan smelter in Sumatra: dispute likely to frighten investo 
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Businessmen and government | 
officials on both sides fear that 
Asahan's arbitrary handling 
of the output dispute will scare 
off potential investors. 

"People are watching de- 
velopments here very care- 
fully," said one Japanese busi- 
nessman in Jakarta. "We are 
worried that other invest- 
ment decisions may be affect- 
ed: 

One plausible explanation 
for Asahan's actions, sources 
say, is that it wants to 
capitalise on the recent boom 
in aluminium prices. Prices on 
the London Metal Exchange 
are now around US$3,000 a 
tonne, up from about US$1,000 
a tonne early last year. 

But Japanese officials 
question whether the Asahan 














between Indonesia and Japan. 
And while the smelter has had a troubled 
history, officials on both sides are anxious 
to keep overall relations harmonious. 


A: part of Inalum’s 1987 restructur- 
ing, Japan stretched out maturities 
on its loans to the smelter and lower- 
ed interest rates from 7% to 5%. 
These moves, along with higher 
aluminium prices on the world market, 
allowed Inalum to post a profit for the 
first time last year. In 1987-88, Inalum 
reportedly earned US$50 million, a 
major improvement on the cumulative 
loss of US$150 million it incurred 








in its first four years of operation. 

But, sources say, while pleased with 
Inalum’s profitability, Japanese invest- 
ors are worried about Indonesia’s relia- 
bility and stability as an investment 
partner. Japan has invested in six 
aluminium smelters abroad but only in 
Indonesia has it taken on the host coun- 
try government as its joint-venture part- 
ner. 
For Indonesia, squeezed by shrink- 


ing oil revenues and a rising yen debt, | 
offtake arrangements similar to the one | 


operating at Inalum are seen as the way 
to develop the country’s infrastructure. 





authority has the right to de- 
mand a greater share so that it can ex- 
port more. The master agreement, they 
say, prohibits Indonesia from exporting 
out of its domestic share, though they 
acknowledge that this has happened in 
the past. 

The Japanese view the Inalum dis- 
pute as an attempt by Indonesia to shift 
aluminium-export profits from Inalum 
to the Indonesian Government. “I don’t 
understand all the fuss,” said one frus- 
trated Japanese official. “If Indonesia 
wants Inalum to export more, why not 
export more to Japan. We pay the same 
price as everyone else.” oO 





often wait four days or more for a berth. 

However, reducing the number of 
lines serving Thailand risks establishing 
a strong shipping oligopoly, and ignores 
tackling the real problems — the dire 
lack of facilities to handle the rapid 
growth in container traffic. Some fear 
that competition for berth privileges 
will leave the port back where it was be- 
fore — ill-managed, overwhelmed by 
cargo and forced to face a new round of 
freight-rate increases. 

ne shipper likened it to limiting 
certain exits in a burning theatre to a 
few higher-paying customers, while the 
larger crowd has to fit through one es- 
cape. “The problem is we need more 
doors. It may be good to break [the con- 
ferences] but is it good to break the 
economy?" he complained. 

PAT's move has already broken the 
unity within the main conference, 
which was threatening congestion sur- 
charges. Reacting angrily after the 
Asia-North America Eastbound Rate 
Agreement (Anera) rejected pleas to 
halt a planned 1 October surcharge, 
PAT chief Pongsak Vongsamoot an- 
nounced that the Singapore feeder ser- 
vice, Regional Container Lines (RCL), 
would have precedence at two of the six 
container berths at Klong Toey. Shortly 








afterwards, Taiwan's Evergreen Lines 
was also granted control of one berth, 
and members of the Thai-Japan confer- 
ence are jointly applying for their own 
berth. 

To get priority, the lines — or groups 
of lines — must forgo congestion sur- 
charges and guarantee to process con- 
tainers at a rate of 140,000 teus (20 ft 
equivalent units) a year per berth, or 
roughly 12,000 teus a month. Currently, 
berth throughput is running at about 
9,000 teus a month. Given priority, the 
vessel owners believe they can install 
their own onshore container-handling 
equipment and run a more efficient op- 
eration without berthing delays. 


t also means more cargo will be steer- 
ed to those lines with first-berthing 
rights and cheaper rates. RCL, control- 
led by Thai coastal line Ngow Hock, and 
Evergreen stand to benefit most. Ever- 
green now has eight vessels to serve 
Bangkok, mostly to trans-ship through 
Kaohsiung, and RCL and partners will 
have about 10 for the Singapore service. 
The point is not missed by other 
lines. After its own members began to 
scramble for first berthing rights, Anera 
decided on 3 October to defer the sur- 
charge until 1 December. 





An oligopoly situation will clearly 
leave other lines, especially smaller in- 
dependents, at a disadvantage. One 
serious effect already resulting from the 
emphasis on container service is greater 
delays and fees for conventional and 
bulk-vessel services. 

It could also mean higher freight 
rates and greater delays for cargo off the 
main routes. And, as shippers point out, 
the lack of competition in serving the 
Thai port would leave the country's ex- 
porters vulnerable to future rate rises. 

In supporting the measure, an execu- 
tive of the powerful Federation of Thai 
Industries conceded that priority berth- 
ing could leave the port situation back at 
square one. “Of course it is not ideal,” 
said Chatchai Boonyarat. “But our in- 
terest is to have the cheapest freight 
possible." He explained it as a step to 
buy time and protect Thai exporters 
until the government took steps to im- 
prove Klong Toey operations. 

These steps focus on removing con- 
tainer-stuffing operations from the port 
area and opening up privately run 
wharfs for container handling on the 
river near Klong Toey. But little pro- 
gress has been made, with most blaming 
the reluctance of port unions and the 
customs service to cooperate. 
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Simon Keswick, the Mandarin hotel in Hongkong, 





COMPANIES 


Profit without destiny 


Jardine Matheson turns back in its quest for a future 


By Christopher Marchand in Hongkong 
ongkong trading hong Jardine 
Matheson Holdings (JMH) has 

again demonstrated the strength of its 

core earnings with a 38% taxed profit 
increase to HK$450 million (US$57.7 
million) in the six months to 30 June. 

The result doubtless is a source of plea- 

sure to Brian Powers who, at mid-year 

and the age of 38, became the first 

American to accede to the Jardine 

taipanship. 

Still, lurking beneath the earnings 
tinsel are major questions about the Jar- 
dine group's future course. To a large 
degree, this identity problem was 
turned into a major issue by Jardine's 
controlling shareholders, the Keswick 
family, who made it an article of faith to 
diversify out of Hongkong. Despite this 
intention, however, Powers' predeces- 
sor Simon Keswick left the group as re- 
liant on its Hongkong profit base as 
when he found it. 

To provide an answer, the Keswicks 
turned to Powers. The choice of the un- 
tested Powers was something of a sur- 
prise, given the American's inexperi- 
ence both of Asia and of senior cor- 
porate management generally. But it 
demonstrates the Jardine group's 
changing nature as it evolves from a 
British club with position and prestige in 
Hongkong into just another profession- 
ally managed company. 

Powers, however, will need to do 
more than give Jardine a new sense of 
direction. He must also persuade the 
market that ruinous errors, and the 
group's calamitous sense of bad timing, 





really are things of the past. 
Counting against Powers is his in- 


volvement in the more recent of Jar- 
dine's mistaken decisions, notably the 
planned purchase of 2096 of Wall Street 
securities firm Bear Sterns and the 
strategic. errors behind the 1986-87 
group restructuring. Even allowing for 
the proverbial fresh slate, Powers will 
find his choices are shaped to an excep- 
tional degree by the decisions and im- 
perfectly learned lessons of the past 10 
years. 

There is the spectre of taipan David 
Newbigging whose legacy of debt and 
mistimed property expansion drove Jar- 
dine to the brink of bankruptcy. Simon 
Keswick's legacy was single-mindedly 
to restore the family company to record 
earnings. 

But Keswick's overriding concern in 
slashing debt and diversifying out of 
Hongkong — with 1997 approaching 
and memories still fresh of Jardine's 
losses in China after 1949 — tended to 
blind him to short-term potential. The 
timing of Jardine's 1983 decision to rein- 
corporate in Bermuda also prompted 
criticism that he was insensitive to the 
need to maintain confidence in Hong- 
kong in the run-up to the transfer of 
sovereignty to China. 

Powers himself is a Keswick recruit. 
He met Simon when handling the sale of 
Jardine's sugar estates in Hawaii — part 
of the group's 1983-85 fire sale of assets 
to raise cash to stem its liquidity crisis. 
In early 1986, Powers joined Jardine 
with a brief to devise a scheme to make 
the Jardine group takeover-proof. 

The scheme created a new company, 
Jardine Strategic Holdings (JSH) to 
hold controlling stakes in the group's 











core interest, Hongkong Land, and the 
assets spun off from it: food retailer 
Dairy Farm and hotel company Manda- 
rin Oriental. To foil predators, ultimate 
holding company JMH and JSH took a 
large strategic cross-holding in each 
other. 

The Keswick family was impressed 
enough to appoint Powers as Jardine's 
managing director and chairman of 
Land. His elevation carried a new man- 
date: to mastermind Simon's and elder 
brother Henry's aspiration to expand 
into US financial services. 

Powers’ first move was to buy a 20% 
stake in Bear Sterns in September 1987. 
Hongkong analysts were puzzled by this 
link. A street-wise Jewish-dominated 
trading firm lacked obvious synergy 
with Jardine's genteel British merchant 
bank, Jardine Fleming. The fact that di- 
rectors' shareholdings were for sale was 
further cause for doubt. 

When the market crash intervened, 
JSH had to invoke an escape clause to 
cancel the deal. Even at Bear Sterns’ 
current market price, JSH's loss on the 
purchase price would have been nearly 
HKSI.5 billion (US$192 million). If 
there is no out-of-court settlement, a 
legal dispute relating to the cancelled 
sale could drag on for years. The mar- 
ket's unease that Jardine had not bro- 
ken its old habit of buying assets at the 
peak was accentuated by Powers' in- 
volvement with the deal. 

Ironically, the Bear Sterns affair was 
the first crack in the thinking behind the 
1986-87 restructuring. Land had been 
split up to enable its constituent parts 
more easily to be sold. Controlling 
shareholdings were lowered to levels 
that could tantalise buyers. But the 
Bear Sterns debacle impressed on 
Jardine that the easiest way to make 
money was to stick with home as- 
sets. 


urther grist to this discovery came 

from the hasty buy-back at end- 
April this year of an 8% shareholding in 
Land held by a Hongkong syndicate 
comprising Cheung Kong’s Li Ka-shing, 
Henderson Land’s Lee Shau-kee, New 
World’s Cheng Yu-tung and the China 
International Trust & Investment 


pas 

he next stage, disclosed when JMH 
posted its interim profit result on 30 
September, is that JMH has raised its 
stake in JSH from 46% a year ago to 
55%. For its part, JSH now owns 32% 
of JMH, compared with 26% some 14 
months ago. JSH has also increased its 
stake in Land to 32% (25%), the Man- 
darin Oriental 43% (30%) and Dairy 
Farm 45% (35%). 

Powers says the purchases are jus- 
tified, as the core companies have 
“good prospects” for future earnings 
growth. But renewed investment in the 
core Hongkong assets highlights two 
major dilemmas facing him, both of 
which flow from the 1986-87 restructur- 
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ing. The first relates to JSH's structure, 


the second to Land's identity. 

JSH is a holding company. Its assets, 
though, are held on an associated basis 
— the result of Jardine's mistimed stra- 
tegy in the restructuring of cutting expo- 
sure to the high-growth property, hotel 
and food marketing assets. JSH cannot 
consolidate the profit and cash flow of 
its investments, and must rely on di- 
vidends for income. 

JSH, however, has been used as the 
primary debt-raising vehicle in the sub- 
sequent buy-back of shares in the re- 
structured Jardine group companies. 
Debt and cash are thus mismatched, 
with cash held in the lower companies 
and debt higher up the pyramid. JSH's 
debt also stands at HK$3 billion. More 
might have to be raised to finance a new 
core acquisition. If finance costs exceed 
the initial return (as with Dairy Farm's 
non-controlling 25% stake in British 
food retailer Kwik Save), JSH's earn- 
ings would be further diluted. 

The market's belief is that JSH has 
become a dumping ground for Jardine's 
core holdings. The result is that JSH 
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JARDINES VS THE MARKET 


Q (Performance of share price against performance of Hang Seng Index) 


Strategic. non-property shareholdings 
were sold or spun-off, while non-Cen- 
tral property assets went on the block. 
That proved a grave misreading of 
Hongkong's property market, as the 
property buyers — Australian Alan 
Bond, Sun Hung Kai's Kwok Tak-seng, 
Great Eagle's K.S. Lo and Chinese Es- 
tates' Joseph Lau — have gained to the 
tune of billions. 

So where does Powers lead Jardine 
from here? “We have no plans to do 
anything substantial," he told the 
REVIEW of possible plans for JSH. Pow- 
ers added that Jardine is "interested" in 
further branching into financial ser- 
vices. For its part, market rumour 
thinks that Jardine is keen on a link with 
First Boston, the US investment bank 
which helped market US$200 million 
Euro-dollar loans for JSH and Dairy 
Farm last year. 

Still, the Hongkong market may not 
welcome another attempt to expand in 
US financial services. Jardine's existing 
US insurance and finance activities are 
not seen as a solid profit centre. Finan- 
cial services are highly competitive, and 
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shares have sharply underperformed re- 
lative to the Hang Seng Index since the 
restructuring. The knock-on has im- 
pacted on JMH. Ironically, a restructur- 
ing hailed as unlocking shareholder 
value has had the opposite effect on JSH 
and JMH — where most of the Kes- 
wicks' wealth lies. 

Had the vision of former Land man- 
aging director David Davies — who re- 
signed in July 1986 rather than carve up 
Land in the restructuring — won out, 
these problems may have been avoided. 
A diversified Land would have en- 
hanced capital-raising flexibility and 
stengthened its earnings flow. 

Historically, Land was always more 
than a landlord in Hongkong's central 
business district. Less than 10 years ago, 
Land was the largest foreign corporate 
investor in Australia, a warrant on 
Hongkong's economy, and the font of 
Jardine's power, wealth and premium 
share rating. 

Newbigging's errors and Keswick's 
fear of debt and Hongkong put paid to 
that. Land has divested assets on a scale 
unequalled in the territory's history. 








REVIEWGRAPH by Ricky Hui 


future returns may not equal those of 
the 1982-87 boom years. 

As it is, J[MH's spread of cash-based 
earnings from fast foods, car distribu- 
tion, merchant banking, engineering 
product retailing, shipping and airport 
services does not command a high mul- 
tiple. “JMH trades on nine times earn- 
ings. For the kind of earnings they've 
got, they're well valued," says Barings’ 
Niall Shiner, who expresses a common 
market opinion. 

Off the record, senior Jardine 
spokesmen hint that the group will con- 
centrate on its Asian business. Trading 
with China is quietly being expanded. 
Dairy Farm is growing in Taiwan and 
hopes to diversify into South Korea and 
Thailand. 

Sun Hung Kai's Howard Gorges cau- 
tions against expecting too much from 
Powers too soon, as the result could be a 
wrong deal. But Powers' ability in lay- 
ing wider foundations for the Jardine 
group's growth will determine if he be- 
comes a taipan in his own right, or 
merely a watchman until the younger 
generation of Keswickstake over. D 
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Country 3months 6 months 1year 
Brunei B$45.00 ct Bs85.00 | B$14750 
China uss26.00 | USs49.00 USS85.00 
India US$26.00 USS49.00 US$85.00 
Indonesia US$18.00 | uss3350 | USS5800 
Japan ¥6,900.00 | *12,90000 | _-¥22,500.00 
Malaysia MS$47.50 MS$89.00 M$155.00 
Nepai ussi9.50 | USS3700 | USS6400 
Pakistan | Rs27000 Rs 505.00 Rs875.00 
Philippines | USS1500 | USS2800 US$49.00 
Singapore S$43.00 $$80.50 $$140.00 
SriLanka Rs49000 | Rs920.00 | _Rs1,600.00 
Thailand | US$2000 | US$3750 | USS65.00 
RestotAsia | US$26.00 USS49.00 | US$85.00 
North America US$31.50 | US$5950 | USS103.00 
Australia | AS3500 | AS6600 | A$11500 
NewZealand | NZ$4450 |  NZS8350 |. Nz$14500 
SQUAD -4. codon | £99.50 | £69.00 
Cone s 5 | (0694150 | USS7800 | US$135.00 
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Country | 3months 6 months 1year 
Hongkong |  HK$12600 | HKS236.00 l HK$410.00 
|  usSse300 USS43.00 USS75.00 
Elsewhere | £15.00 £28.00 £49.00 
|  A$27.50 AS52.00 A$90.00 
| vY435000 | 8.17000 Y 14,200.00 
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cost to your subscription rate shown above, and 
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When the warrants hit the fan 


€ IT'S hard to sympathise any longer 
with the woes of those who hold shares 
of the companies of brothers Joseph and 
Thomas Lau: Evergo, ceiling fan maker 
and holding company, which has con- 
trol of Chinese Estates, which has 49% 
of China Entertainment, which has about 


70% of China Entertainment Strategic | 


Investment Ltd (CESIL). Shareholders 
should have learned some time ago that 


for all the brothers’ aggression, they | 
have shown a remarkable knack for | 


turning money into dross. Their one 
achievement seems to have been to hit 
on magic formulas for making sharehol- 
ders throw good money after bad with 
a succession of rights and other issues at 
prices so low as to be a form of extor- 
tion. They have issued enough warrants 
to paper the Great Wall. 

Their other talent is rather more 
common in Hongkong — the structur- 
ing of inter-group deals in such a 
way that companies at the top of 
the corporate pyramid — those 
closest to the controlling family 
shareholders — tend to do rather 
better out of asset shuffles than 
those down the chain. 

Although all that was common 
knowledge, investors may have 
been taken aback by the latest 
ploy. 

In April, Estates announced a 
massive bonus issue of warrants 
exercisable by 30 September at a 
subscription price so low as to vir- 
tually force shareholders to sub- 
scribe. It aimed to raise HK$1.1 
billion (US$141 million) to reduce 
Estates’ debt of HK$1.9 billion 
and increase shareholders’ funds 
to HK$2.5 billion. Although a 
cash call of this size did nothing for the 
share price, which has been languishing 
at around half estimated net asset value 
(NAV), some brokers thought it would 
put Estates, which has some quality 
property assets with assured earnings, 
in a strong position. 

Perhaps they did not reckon on the 
Laus’ next trick. The day before the ex- 
piry of the 1988 warrants, China Enter- 
tainment, the next company in the 
chain, announced a rights issue to raise 
HK$864 million. This was only four 
months after a HK$282 million rights 
issue. Entertainment is a grab bag of as- 
sets including most of CESIL — itself 
something of a rubbish bin; a big stake 
in builder Paul Y, and a reversionary in- 
terest in two buildings acquired earlier 
this year from Joseph Lau. Estates is 
now likely to have to cough up not only 
its own share of the Entertainment 
rights but more besides as it is having to 
underwrite the Entertainment issue. 

And what happens to the rights 












cash? Surprise, surprise! HK$130 mil- 
lion will immediately go to purchase 
properties off Evergo. This will help 
Evergo, which has just reported a loss of 
HK$291 million, mostly from share 
dealings. Evergo's share price is also to 
get a face lift from a one-for-four share 
consolidation. 

The irony is that Estates might now 
be a good buy. Fewer shares are now 
washing around. Bill Wyllie's Asia Sec- 
urities has used the 1988 warrants to up 
its stake from 14.5% to an equity ac- 
countable 2096 while Evergo itself has 
gone from 45% to over 50%. Now that 
it is a subsidiary, the Laus just might 
treat it with respect, encouraging it to 
distribute its cash flow as dividends. Its 
property portfolio is very attractive, and 
outstanding 1990 and 1991 warrant con- 
versions may provide it with future 
cash and dissuade the Laus from yet 


EVERGO FALLS FROM GRACE 
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another rights issue. But the Laus cre- 
ditibility is low, which at least partly ac- 
counts for the huge gap between NAV 
and market price. And no one can be 
sure that a sound property portfolio will 
not be used as a launch pad for Lau 
adventurism, or more inter-group deals 
which ignore the minorities. The treat- 
ment of Entertainment does not inspire 
— even if picking up shares on the cheap 
from disillusioned rights owners makes 
it not a bad deal for Estates. 

€ HK$230 million of Entertainment’s 
rights money will go to purchase the Far 
East Exchange Building from a com- 
pany called Strong Root. This is an in- 
teresting little deal in itself. Strong Root 
is owned by the former members of the 
now dissolved Far East Stock Ex- 
change. But while most ex-members 
have 30 shares, ex-chairman Ronald Li 
has 675 shares and the board is domi- 
nated by associates of Li such as former 
Stock Exchange of Hongkong vice- 
chairmen Wong Kai-ming and Woo 


EA Evergo share price EN Hang Seng Index 


(2 Oct. 1987 = 0) 
20* 


Source: REVIEW Data. 
REVIEWGRAPH by Ricky Hur 
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Pak-hay. Smaller shareholders (there 
are 218 altogether) in Strong Root are 
now wondering what the company may 
do with the cash from Entertainment. 

€ BACK in the days when any stock 
with China connections could be as- 
sured of some interest, and anything to 
do with oil was a hit, James Coe 
launched Chintex on an eager public. 
No one really seemed to mind or notice 
that Coe's previous public company in- 
volvements had not been crowned with 
glory. One, Siu King Cheung Hing Yip, 
was the subject of an official inquiry, 
was suspended 10 years ago and re- 
mains so to this day. More important 
was that Coe had good connections 
in Peking, and his wife wasa niece of Fei 
Yi-ming, late publisherof Ta Kung Pao, 
Pekings mouthpiece in Hongkong. 
And Chintex had a contract to build an 
oil refinery in China and had hopes of 
making money from offshore 
oil. 

Chintex's history makes the 
Lau deals look positively arms- 
length. When one refinery deal 
fell through, Coe came up with 
another involving a defunct Cana- 
dian refinery to be acquired 
through a Liberian company 
which he controlled. But Chintex 
has generous directors. Last year 
it announced a profit of HK$20 
million and declared a HK$5 
million dividend derived from 
waiver of a debt due to a director 
and a write-back of doubtful debts 
due from a director. 

Coe's connections with China 
had got him into taxi and restau- 
rant businesses in Peking which 
were set to be sold on to Chintex. 
That has now fallen through, coinciden- 
tally with Coe being charged with false 
accounting and resigning as Chintex 
chairman. 

@ STEPPING down or aside until such 
time as they are acquitted is the normal 
behaviour for directors of public com- 
panies charged with serious criminal of- 
fences. But that paragon of public ser- 
vice, former chairman and current 
director of Wing On Co. and Wing On 
Holdings Philip Kwok, is apparently 
above such perceptions. On 29 Sep- 
tember he was charged with a serious 
commercial crime. But he is apparently 
staying on as an urban councillor ap- 
pointed by the government and vice- 
chairman of the Basic Law Consultative 
Committee, organised by Peking. It was 
remarkable enough that after having 
been chairman while Wing On Bank was 
run into the ground (through lending to 
Kwok family companies), necessitating 
a government-backed rescue, Kwok 
was thought fit for appointed office. 
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July - December Edition 


The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB's accuracy and time- 
liness CPB is published twice each year, cover- 
ing Spring/Summer (available January — June) 
and Autumn/Winter, (available July — Decem- 
ber). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings available anywhere, of the 
most important contacts in China. 


Our database is constantly updated to bring you 
the latest listings you need, when you need 
them. 


You can save 15% off the combined price by 
ordering both the current Autumn/Winter and 
the Spring/Summer editions now. Available in 
January '89 the Spring/Summer edition will be 
sent to you automatically the moment it becomes 
available if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips .. . but 
you'll save money at the same time. 

1988/89 Editions 

Autumn/Winter — July-December '88 
Spring/Summer — January - June '89 




































The China Phone Book Co. Ltd is a wholly owned. 

subsidiary of Review Publishing Company Li- 

mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 





NOW AVAILABLE... 


The 1988 China Phone Book & 
Business Directory: July - December Edition 
completely revised and updai ed 


A vital reference for anyone interested. ; 
in doing business with China. 


* Completely updated listings 
* Unique classified pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
* Useful selection of Chinese firms 
* Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use 
* Good for travel or office reference d 
© Names and addresses in both English and Chinese | 


Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all : 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant. _ 
and unnecessary information has been eliminated to reduce bulk and allow 





you efficient access. 


The Classified Page Section 


The China Phone Book includes a Classified Page Section covering major cities 
in the PRC. Over fifty categories of listings are included to give you updated, V 
accessible information on China services, accommodations, travel, etc. Class- E 


ified listings include: 


* Business Services 
* Shipping Companies 


ORDER YOUR COPIES NOW! 


* Computer Services 
* And many other business Categories 
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To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


Name: 
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Please print in Block Letters} 











C China Phone Book 1988, Autumn/Winter Edition 
Price: Hong Kong: HK$375, Elsewhere: US$62 dachuisive of airmail postage}. 


No. of copies: 


C China Phone Book 1988, Autumn/Winter and 1989 Spring/Summer Editions combined 
set at 15% savings. Send Autumn/Winter Edition immediately and Spring/Summer ‘89 
Edition immediately upon publication in January. 

Price: Hong Kong: HK$638, Elsewhere: USS105 ünctusve of airmail postage 




















No. of sets: = . 
C Ienclose —. in payment thereof (cheque payable to The China Phone 
Book Co Ltd) 
£ Iprefer you charge _ to my credit card (tick one): 
C] American Express [3] Diners Club [3 Master Card L3 Visa 
Card No: Exp. Date: NENNEN 
Signature: = Se hs 
RiGigCP . 
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Au Yy 
The familiar star of National sAfullrange of foreign d * Correspondent banking 
Australia Bank is already in exchange services services 
twelve Asia/Pacific countries, * International trade finance and National Australia Bank, with 
including 1480 branches and settlement services over 150 years experience and... 
offices throughout Australia and * Deposit taking in all major ranking in the world’s top 100 
= New Zealand. currencies banks by assets, has both the 
One ofthe main reasons * Term loans and project finance expertise and the resources to 
why we are Australia's fastest e Corporate advisory and meetall your financial require- 
. growing banking group is our acquisition services ments. Talk withour people at any 
—' commitment to providing a e A comprehensive stockbroking ofthe offices listed below and 
- complete range of financial service you ll soon see why we're starring 
v/v Services. * Trade introductory services all over the Asia/ Pacific region. 
Oe These include: A m 
* Advice on business ” PI B i 
opportunities in Australia Nation al Aust. r ali i a- PA e ank : 

















Head Office: Melbourne, Telex 30241 NATAUS. Hong Kong, Telex 75315 NATHK. Singapore, Telex 21583 NATAUS. Japan, Telex 22714 
NATAUS New Zealand, (National Australia Bank (NZ) Limited), Telex 21776 NATAUS. Republic of Korea, Telex 28844 NATAUS. 
- Taiwan, Republic of China, Telex 29944 NATAUTPE. Malaysia, Telex 31899 NATAUS. Thailand, Telex 20424 N ATAUSTH. 
Indonesia, Telex 44749 NATAUS. People's Republic of China, Telex 22524 NATAUCN. Papua New Guinea, (Bank of South Pacific). 
— Telex 22166 BANK SP Other Global Representation: United States of America, United Kingdom (National Australia Bank, Clydesdale 
«Bank, Northern Bank). Republic of Ireland (National Irish Bank), Federal Republic of Germany, Greece. 





JUST HOW STRONG IS THE SOURCE 
OF YOUR INVESTMENT DATA? 





Buying international investment data is a risky markets and financial instruments worldwide provides 
business. After all, how reliable will it be? Will it have the fastest, most comprehensive analysis possible. 
the accuracy you need? Does it present the issues in the Available stand-alone or via your own computer 
depth you want? And cover the markets you require? systems, Datastream includes the latest in data analysis 
Only one service avoids doubt. and manipulation, with top quality graphics, as detailed 
Datastream. in our information pack. 
As the world's most complete source of invest- When you need to beat the grapevine, rely on 
ment data, our on-line historical coverage of major Datastream. We won't let you down. 














DATASTREAM 


INTERNATIONAL INVESTMENT DATA 
TEL: LONDON (01) 250 3000. NEW YORK (212) 524 8400. ROTTERDAM (010) 424 6666. HONG KONG (5) 240 076 TOKYO (3) 593 9350. 


a company of 
UB The Dun & Bradstreet Corporation 








INFORMATION SYSTEMS 


AWORLD OF OPPORTUNITIES 
WAITING TO BE SHARED 


At McDonnell Douglas, we've established an enviable 
heritage of sharing with international partners the 
benefits of our company's capabilities and talents 
in aviation, space and information systems. 

Global financiers count on our fast and accurate 
Tymnet’? information systems. European manufac- 
turers trust us for cad/cam. Great Britain shares 
with us the advanced development of the vertical 
takeoff fighter, the Harrier II, as well as the T45 
training system. We join with Korea in the manufac- 
ture of helicopters. Canada, China, Italy and Sweden 





know us for the MD airliners they help us develop 
and build. In Australia, Canada and Spain we work 
jointly on F/A-18 Hornets. 

International ventures such as these have 
introduced new technologies and expanded others, 
helping McDonnell Douglas keep its promises to 
create human opportunities, foster economic growth 
and bring new commerce to our international 
business partners. For more than 65 years, we've 
given customers products that promised performance 
—and delivered. 


MCDONNELL DOUGLAS 
Giving the nations of the world their money’s worth. 


HEALTH CARE HELICOPTERS 


MILITARY AND COMMERCIAL AIRCRAFT 


SPACE AND MISSILE SYSTEMS 








COMPANIES 


Singapore slowdown 


Analysts expect average rate of profit growth to ease 


By Christopher Marchand 
Cn profit growth in Singapore 

is slowing down after the sharp 
gains registered in the recovery follow- 
ing the 1984-86. recession. Based 
primarily on 30 Tune interim figures, av- 
erage earnings growth by.52 major Sin- 
gapore-based ‘companies was 35%. 
Analysts, however, expect average pro- 
fit growth of 20-25% for 1988 as a 
whole. This is down from 35% last year, 
and indicates that the best of profit 
growth in:the current business upswing 
has been. achieved. Recent stockmarket 
weakness in Singapore is at least partly 
in recognition of this outlook for slower 
profitgrowth.- o> 

Sectoral performances differ widely. 
Domestic -consumer spending has 
gathered steam, typical of a 
maturing..cycle. A surge in 
tourists — 'new arrivals rose 
1496 in the first half of this year 
— has: further. boosted con- 
sumer spending to the benefit 
of hotel and retail stocks. 

The ship-repair industry has 
gained. from a confluence of 
positive factors. Property prices 
and earnings have also begun 
their long haul out of the 1982-84 
abyss. By contrast, analysts ex- 
pect banks to record a more se- 
date 10% profit growth this 
year, as economic growth will 
ease and the best of loan reserve 
write-backs is behind them. 

The fact that most com- 
panies took stock write-offs 
after Black Monday tended to 
mask the strength of core-earn- 
ings growth in the first half. 
Malaysian corporate earnings 
are also widely forecast to rise 
some 50% this year. But the 
trend in operating profit growth 
appears to be downward. 

The growth slowdown is 
most evident in bank results. 
The Development Bank of Sin- 
gapore's (DBS) 19% interim 
profit growth this year con- 
trasted with last year's 47% in- 
terim, United Overseas Bank 
fell from 65% to 20% , Oversea- 
Chinese Banking Corp. 
(OCBC) from 26% to 3%, and 
Overseas Union Bank from 
44% to 13%. 

After adjusting last year’s in- 
terim for the demerger of DBS 
Land, DBS group profit rose by 
a stronger 25%. But the banks 
are being hurt by competition, 
corporate debt securitisation, 
and lower underwriting and in- 








RETAIL 
- Metro Hidgs 


vestment banking profits in the wake of 
the weaker stockmarket. OCBC's result 
was notably poor. No detailed reasons 
were published for this — OCBC's dis- 
closure is relatively uninformative — 
but analysts attribute the figures to loan 
losses in Australia and the absence of 
loan write-backs in Malaysia. 

Profit in the amorphous industrial- 
commercial sector shows a varied pic- 
ture. The food companies have seen 
margins squeezed by heavy advertising 
costs, and major earnings growth at 
Fraser & Neave must await new plant 
investment in Tuas, Malaysia. But Sin- 
gapore International Airlines. the 
largest capitalised stock, achieved 
34% net profit growth and a 73.4% 


STRONG BUT SLOWING 


| United Overseas Bank 


Fraser & Neave 


-Metal Box: 


Overseas Union Enterprise 
; Shangri-La Hotel 


"SHBEING 


Keppel Corp. 

















load factor in its year to 31 March. 
Singapore stocks with the most in- 
teresting potential are in the property, 


| hotel, ship repair and retail sectors. 


Property earnings were disappointing at 


| the interim. But property values are ris- 


ing, as shown by the sales in August of 
the Promenade and Paragon shopping 
centre, which radically: revalued Or- 
chard Road real estate, = 

“The market may not look at the 


earnings side, but at asset values," says - 
Bryant Hwang, research director at. 
stockbrokers Kim Eng. In any case. 


analysts expect that earnings will surg 
as the effect of residential and office- 
rent reversions filters through, and after: 
taking into account the timing of new. 
profitable property developments. 

Ship repair has picked up on the back 


of Singapore's capturing custom from. 


ships damaged in the Gulf War, the 
world’s ageing shipping fleet in general 


and Singapore 's specialist skills in oil-rig ^ 


repair. Labour unrest at rival South Ko- 

rean ship yards also helped. 

The Association of Singapore Marine 
Industries reports that ship-re- 


million (US$215 million) in the 
first half of 1988. The gain was 
attributed to an increase in 


price rises. 

Tourist arrivals and increas- 
ing domestic prosperity are 
boosting the retail and hotel 
sectors. Singapore’s average 
hotel-occupancy rate in July this 
year reached an 82.5% six-year 
high (71.6% in July 1987). The 
average hotel-room tariff rose 
3.7% in the second quarter of 
1988, the first such increase 
after five years of decline. 

Hotel stocks Shangri-La and 
Overseas Union Enterprise re- 
ported strong profit gains at the 
interim. Retail stocks are also 
buoyant, despite fears that ris- 
ing rentals will bite into margins. 

Analysts, meanwhile, rate 
the Singapore market on an av- 
erage multiple of around 20 
times earnings. That is not as 
cheap as historic lows, but is 
considerably better than the 44 
times historic multiple which 
Singapore reached in the run- 
up to last October's crash. 

With estimates of Singa- 
pore's economic growth in 1989 
at around the 6.5% mark, 
further leeway exists for cor- 
porate-profit growth. Most of 
those analysts polled by the 
REVIEW say that the market 
stands on a 17-20 times multiple 
of 1989 earnings. But in today's 
$ climate of rising interest rates 
P and uncertain economic pros- 
jz pects, that may not be an 
$ adequate incentive to test the 
1? equity waters. 







pair revenue rose 43% to $$440 — 


business volume rather fhan- 
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POLICIES 


China's price pirates 


Speculation by cadres is disrupting commodity markets 


By Louise do Rosario 


hina's embryonic agricultural com- 

modity markets have been thrown 
into disarray by speculation by corrupt 
bureaucrats. Price manipulation has 
brought wildly fluctuating production 
levels to important cash crops, such as 
silk-cocoons, ramie, jute, tea, tobacco, 
wool, cotton and some medicinal herbs. 

With each boom-and-bust cycle, 
consumers have been forced to pay sky- 
high prices and farmers have suffered 
heavy financial losses, while the 
speculators — mainly officials of gov- 
ernment departments or state-owned 
enterprises — have grown richer and 
bolder in their operations. 

For example, speculators pushed the 
price of ramie from Rmb 102 
(US$27.42) a dan (50 kg) in 1983 to 
Rmb 800 in 1986, while the land area de- 
voted to the crop quadrupled. In 1987, 
the market flopped and the price plum- 
meted to Rmb 120 a dan. 

The speculative activities highlight 
the difficulty China faces in trying to de- 
velop a healthy, competitive market in 
an economic environment dominated 
by powerful bureaucrats rather than in- 
dependent private traders. The prob- 
lem is not confined to farm products. 
Most factories making aluminium pro- 
ducts, for example, have stopped pro- 
duction because speculators have 
pushed their raw material to unafford- 
able price levels. 

Peking is at aloss over how toregulate 
expanding markets. Insome instances, it 
has restored the state monopoly to a pre- 
viously liberalised market, only to have 
speculators succeed in breaking the 
monopoly a few months later. With silk 
cocoons, for example, repeated govern- 
ment attempts to organise purchases 
under a single state company for unified 
distribution failed because speculators 
bought up most supplies at high prices. 

The essence of Chinese price reform 
is to allow market forces to replace com- 
mand-style economic planning. Peking 
has abolished many state monopolies 
and freed up the market. But in step- 
ping back from direct control of the 
economy, the state has not devised new 
mechanisms to regulate market activity. 
Local bureaucrats, backed by political 
power, scarce resources and state capi- 


tal, have taken advantage of the fluid | 
situation. Compared with officials, pri- | 


vate traders are few and weak, playing 
only minor roles. 

The increasingly uncontrolled mar- 
ket for cash crops. provides these offi- 
cials with irresistible money-making op- 
portunities. The boom in light industry 
and exports has led to soaring demand 








for certain crops; processing capacity of 
wool, cotton and silk, for example, have 
outstripped supply. 

Foreign-trade departments, with ex- 
port quotas to fill, also need these scarce 
commodities for the export-dedicated 
factories they control. They are ready to 
pay high prices to secure raw materials 
as exports are generously subsidised by 
the central budget. 

Lured by the potential profits, tens 
of thousands of rich and well-connected 
government units have entered the mar- 
ket to make a quick killing. Operating 
under specially set up bodies with 
names such as the Technological Deve- 
lopment Centre and Material Supply 
and Trading Corp., the units send sales- 
men around China to buy low and sell 
high. These activities are quite different 





Sorting silk worms: hottest commodity. 
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from traditional hoarding by factories to 
ensure supplies of needed material in- 
puts — the speculators’ hoarding is 
motivated purely by the desire to make 
exorbitant profits for themselves and 
their colleagues. 

As market information is sketchy 
and often out of date, speculators will 
act on wild rumours and engage in ruth- 
less price-pitching. At harvest times, 
they flock to production areas, set up 
ad hoc shops and buy from farmers for 
cash. Because these buyers use low-cost 
state loans which can easily be rolled 
over, their risks are few and they are 
prone to gamble foi high stakes. Their 
sole motive is a quick return. 


Surg competition is a nationwide 
problem. In Xinjiang and Inner 
Mongolia, the speculators' prized com- 
modity is wool; in coastal provinces, it is 
silk cocoons; in south and central 
China, ramie, tea and jute are the 
targets. Local governments have tried 
to control the problem by setting up 
road blocks at provincial borders to stop 
producers from taking their goods to 
neighbouring areas in search for higher 
prices. Farmers sneak out at night to 
bypass the authorities. Regional protec- 
tionist measures such as internal tariffs, 
seemingly similar to the /ikin transit 
taxes of the last century, are fragment- 
ing China into a country of warring eco- 
nomic fiefdoms. 

The producers are the first to be hurt 
by such primitive economic Darwinism. 
Artificially high prices send the wrong 
signals to farmers, encouraging them to 
plant more. When the market collapses, 
speculators move to other commodities 
and leave farmers with a huge unsale- 
able crop. The state also suffers as it be- 
comes more difficult and costly to fulfil 
export and production plans that de- 
pend on such raw materials. 

Ramie is one of the better-known 
examples of such vicious cycles. After 
having invested heavily for several years 








Bumpkin trade rings 


Local authorities muscle in on chaotic markets for a cut 


hina's current chaotic market con- 
ditions provide fertile ground for the 
growth of oligopolies, monopolies and 
other forms of market manipulation. 
Traders in An Kuo, a small county in 
the northern province of Hebei, for 
example, have tried to corner the na- 
tional market in medicinal herbs. By the 
end of May, this traditional trading 
centre of herbs had amassed 51 million kg 
of medicinal herbs worth Rmb 200 mil- 
lion — more than the total stock held in 
the two big cities of Peking and Tianjin. 
For certain types of herbs, An Kuo is now 
the only supplier in the entire country. 





Despite this extraordinary inventory, 
An Kuo was a net buyer at the national 
medicinal-herb trade fair in May. With 
the price of some herbs rising 10-fold 
since the start of the year, An Kuo deal- 
ers are betting that the price will rise 
further, and are hoarding for next year's 
trade fair. 

This high-stakes gamble is not possi- 
ble without the support of the local gov- 
ernment. All available capital — bank 
loans, resident savings or private loans 
— has been channelled into supporting 
the move. Local banks have run out of 
money to finance the trade, allowing pri- 
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Shanghai woollen factory: awaiting the collapse. 
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in what appeared to be a profitable 
crop, farmers were reluctant to sell at a 
low price when the market crashed in 
1987. Growers held back about a quar- 
ter of their 1987 output from the market 
in the hope that prices would rise. They 
did not and the crop rotted in 
warehouses; other farmers destroyed 
their crop and vowed never to grow 
ramie again. 

A county in Hunan, which used to 
supply one-third of China’s ramie, has 
reduced sown area from 73,370 ha to 
20,010 ha. Production this year is sharp- 
ly down to 2.7 million dan, 300,000 dan 
less than is needed. Speculators are ex- 
pected to enter the market again once 
shortages become acute and prices 
begin to rise. 

The wool market is likely to be the 
next to collapse. Since 1983, the wool 
price has tripled to Rmb 230 a kg. 
Nearly half of that goes to middlemen. 
Economists warn that the sellers are 
pricing themselves too high as well as 
making exports uncompetitive. Specu- 
lators have so successfully manipulated 
the market that even in Xinjiang, the 
major wool-producing province, there 








vate lenders to prosper, by charging 
monthly interest rates of 2-5%, the 
Financial News reported. Mining com- 
panies, party organisations, hospitals, 
Schools and other public enterprises 
in An Kuo are engaged in the trade. 
Civil servants go on long unpaid leave 
to devote all their energy to the busi- 
ness. 

The An Kuo herb fever resembles 
that of the motor-vehicle scandal on 
Hainan Island, in southern China, dur- 


ing 1984-85. Most top-level officials and | 


many residents in Hainan were engaged 
in the speculative trading of imported 
cars for resale to the rest of China. The 
Hainan fiasco ended with the central 
government's intervention and the sack- 
ing of officials; An Kuo may yet meet the 
same fate. — Louise do Rosario 





is an acute shortage of the fibre. 
Local authorities have reacted to the 
market fluctuations in different ways. 
Inner Mongolia has tried to free the 
wool market completely, while neigh- 
bouring Xinjiang struggles to impose a 
monopoly on a chaotic market. 


he hottest commodity this year is 

silk cocoons. Last year, higher co- 
coon prices forced state trading corpo- 
rations to spend Rmb 250 million more 
than budgeted to fulfil their purchase 
plan to supply factories producing silk 
exports. Early this vear, Peking ordered 
that each province or municipality 
should have only one buyer, thus unify- 
ing cocoon purchases. It also imposed a 
price ceiling of Rmb 7 a kg. 

But the order was ignored — private 
and state-sector speculators rushed to 
the silk-producing areas of Jiangsu, 
Zhejiang and Sichuan to make their 
own deals with the farmers. Within 
days, the official price ceiling was 
breached and by the end of the spring 
cocoon harvest, the price had risen to 
Rmb 11-12 a kg. Eventually, trading 
corporations had to pay twice the price 
they had planned in order to fulfil their 





|] purchase plans. 


Again, in late September, Peking is- 
sued another order to unify cocoon pur- 
chases and has temporarily banned ex- 
ports, but the fight for the autumn co- 
coon harvest is likely to be a repeat of 
| the earlier encounter. 

As China moves towards market- 
oriented commercial farming, erratic 
price fluctuations will have to be dam- 
pened to protect producers and con- 
| sumers. Meanwhile, the state-sector 
| bureaucrats are taking advantage of this 
difficult transition, raising the volatility 
of a shallow, shaky market. Economists 
| have proposed such remedies as the use 
of agricultural futures markets, govern- 
ment price supports and closer linkages 
between international and domestic 
commodity prices. But as long as 
bureaucrats are in the business, the 
market will not be stabilised, let alone 
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Backlash 
in Berlin 


Protests provide ominous 
backdrop to IMF meeting 


By Anthony Rowley in West Berlin 


he nightly clashes between police 

and demonstrators, which marred 
the annual meetings of the World Bank 
and International Monetary Fund 
(IMF) in West Berlin, provided an ap- 
propriate symbol of the increasingly 
tense relations between the rich coun- 
tries of the West and the relatively poor 
in the developing world. 

The demonstrations gave voice to 
the real concerns of church and other 
groups that all is far from well in the in- 
ternational economic order. 

Within the official meetings, too, 
there were strong challenges — not least 
from Asian delegates — to the comfort- 
able assumption that poorer countries 
can “adjust” their way out of difficulty 
and that the Third World debt crisis is 
being solved on a pragmatic “case-by- 
case” basis. 

The reality, as World Bank president 
Barber Conable and numerous others in 
Berlin were forced to admit, is that the 
problem of poverty is actually growing, 
while the developing-country debt over- 


hang — now some US$1.2 trillion in 
total — is increasing rather than di- 
minishing. 


Indian Finance Minister S. B. Cha- 
van went so far as to suggest that 
“another debt crisis” is currently in the 
making because of rising international 
interest rates and the forced depen- 
dence of countries such as his own on 
commercial bank lending, through lack 
of sufficient multilateral funds on ac- 
ceptable terms. 

As Michel Camdessus, the IMF's 
managing director acknowledged, there 
is currently a “flow of resources from 
the developing to the developed 
world,” reflecting the net negative-dis- 
bursement position of both the IMF and 
the World Bank, plus the decline in 
commercial bank lending. 

This, said Camdessus, must be re- 
versed. However, US Treasury Secre- 
tary Nicholas Brady, still extolling the 
virtues of self-reliance and adjustment 
in the developing countries, plus re- 
liance upon the private financial mar- 
kets, seemed unconvinced. So did his 
generally smug European counterparts. 

Japan alone among the rich nations 
is anxious to do something positive that 
will enable debt-burdened countries to 
break out of the vicious circle of insuffi- 
cient funds to finance growth and insuf- 
ficient earnings to repay debt. Philip- 
pines’ central bank governor, Vicente 
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.Jayme, noted that not since the crippl- 
Xing debt burden imposed on Germany 


in the 1920s — with disastrous conse- 
quences — has any such folly been seen. 
But the new assertiveness shown by 
Japan in promoting its own interna- 
tional economic initiatives was lacking 
in Berlin, perhaps in acknowledgment 
of the temporary policy vacuum caused 
by the imminent departure of Presi- 
dent Reagan in the US, and of his ad- 
ministration, which has been responsi- 
ble for much of the current deadlock. 

The long-awaited Miyazawa plan 
(named after Japan's present finance 
minister) for Third World debt relief did 
not materialise fully in Berlin and the 
Japanese, represented by Bank of 
Japan governor Satoshi Sumita main- 
tained an unusual degree of secrecy for 
fear of embarrassing a stalled US ad- 
ministration. 

Sumita did announce that “as part of 
its contribution to promote growth in 
the developing countries and to help 
solve the debt problem," Japan is pre- 
pared to "extend additional financing in 
the form of untied loans in parallel 
with" IMF facilities. These loans would 
come from Japan's Export-Import 
Bank and will go mainly to middle-in- 
come countries, including some in Asia. 

He hinted at the fuller Miyazawa 
plan by suggesting that wherever mid- 
dle-income countries accepted. IMF 
structural-adjustment programmes they 
should quality for bilateral funds from 
the industrialised countries as well as 
multilateral funds from international 
financial institutions, and that new 
mechanisms would be put in place to 
help reduce their debts. 

Although Sumita called this an addi- 
tional item on the menu set out several 
years ago by then US treasury secretary, 
James Baker, for relieving Third World 
debt, it is obviously a more radical pro- 
posal. Tomamitsu Oba, special adviser 
to the Japanese finance minister, de- 
scribed it to the REVIEW as the "fourth 
pillar" of the Baker plan. 

Baker proposed more World Bank 
financing, more commercial bank lend- 
ing and more Exim bank flows, but 
ruled out shifting the overall burden of 
debt relief from the private to the public 
sector. This, in fact, is precisely what 
the Miyazawa plan appears to do, 
though with a cosmetic formula de- 
signed to make it acceptable to the US. 

Senior Japanese Finance Ministry 
sources stressed to the REVIEW that the 
Miyazawa plan does not entail "debt 
forgiveness," but their explanations ap- 


pear to suggest a high degree of debt | 


substitution — public money providing 
security for private-sector debt. 
According to these sources, debtor 
countries would be asked to agree to 
securitise a part of their foreign debt — 
the proportion varying according to cir- 
cumstances — by issuing bonds or other 
securities. The crucial new element is 
that they would at the same time agree 
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to deposit in an escrow account (proba- 
bly at the IMF) a sum of foreign ex- 
change to back these bonds. 

This money would come largely from 
Japan, though it is hoped that West 
Germany and other surplus countries 
would also contribute. Thus underwrit- 
ten, the bonds would be acceptable to 
banks exchanging them for debt and 
could ultimately be traded on the 
secondary market. They would carry a 
lower "coupon," or nominal interest 


| rate, than the bank loans they replaced, 


in return for the higher security. 


t the same time, debtor countries 
would agree to set aside a certain 


i amount of foreign exchange — again 


funded by Japanese and other bilateral 
funds — to repay the non-securitised 
portion of their debts. The insistence 


that they also accept an IMF program- | 


me as part of the package appears to re- 
flect Japan's current inability to monitor 


| financial programmes not tied to speci- 


fic projects. 

IMF sources decribed Sumita's Exim 
bank plan and what was implied in the 
Miyazawa plan as a major break- 


| through, because they appeared to in- 


volve substantial new transfers 
"USS$1 billion for every US$1 billion the 
IMF contributes." 

A crucial element of the Miyazawa 








plan, according to Oba is that de- 
veloped countries agree to open their 
markets to exports of debtor countries 
agreeing to the package, to enable them 
to boost foreign-exchange earnings and 
ultimately repay their debts. 

This is certain to prove controversial 
because trends are currently going in 
the opposite direction. Protectionism is 
increasing and regional trade groupings 
are leading to what Indonesian Finance 
Minister, J. B. Sumarlin, described as 
the "Balkanisation" of world trade. 
Protectionism, especially of the non- 
tariff kind, was becoming "dangerous." 
China's Finance Minister Wang Bing- 
qian suggested that protectionism was 
now "running riot." 

According to Conable, a recent 
World Bank study shows that the cost to 
developing countries of various kinds of 
trade-distorting policies is twice what 
the developing countries receive in offi- 
cial development assistance from the 
developed nations. 

Overall, the message from Berlin 
was that the screws are being tightened 
far too much on middle-income nations 
and the poorest countries, while richer 
countries pursue profligate policies of 
consumption and rising debt. If that 
message is not heeded, demonstrations 
may well not be confined to annual 
meetings in future. 





Using its muscle 


Japan seeks more influential position in the IMF 


J apan is intent on getting the No. 2 
slot in the IMF, just as it has en- 
joyed the second-most important posi- 
tion in World Bank voting (and financ- 


ing) since 1984. South Korea, too, is | 
April. Although quotas are sometimes 


pushing for greater influence. 

At present, the US has by far the most 
powerful position in the IMF, with a 
“quota” allocation of 19.8%, and Bri- 
tain holds second rank with 6.9%. It is 
expected that Japan (currently 4.7%) 
and West Germany (6%) will shortly in- 
crease their quotas above that of Britain. 

Bank of Japan governor Sumita said 
in Berlin that he would be “hard pressed 
to say that [Japan's current quota 
position in the IMF] accurately or 
adequately reflects Japan's current 


standing in the world economy." He | 


claimed that recent quota increases had 
taken Japan "further away from" rather 
than nearer to its “legitimate” position in 
the fund. 

Japanese sources told the REVIEW 
that Tokyo expects to achieve nothing 
less than the second-largest quota posi- 
tion, though they acknowledged that 
some of the more powerful IMF mem- 
bers are still opposed to this. 

How much influence Japan would 
then wield in the IMF relative to that of 
the US and other leading groups would 


| 


| growing influence. 


depend on how determined a line the Ja- 
panese Government took. But Tokyo's 
posture in international institutions gen- 
erally is becoming much more assertive. 
A quota review is due by the end of 


increased on a pro-rata basis, allowing 
for no change in members' relative posi- 


| tions, there is provision for a selective in- 


crease, so that one country can rise 


| above another. 
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South Korea's present quota is a rela- 
tively tiny 0.51% — which is quite out of 
keeping with the East Asian newly indus- 
trialised countries’ economic size. Al- 


| though quotas are supposed to be GDP- 


proportionate, other (political) factors 
influence the actual distribution. 

Japan moved. from fifth to second 
place (behind the US) in the World Bank 
in 1984, with West Germany now oc- 
cupying the third slot. Tokyo has not yet 
fully exploited that position in terms of 
its influence or staffing at the World 
Bank's Washington headquarters. 

However, the recent appointment of 
Yoshio Teresawa (formerly of securities 
house. Nomura) to head the newly 
created World Bank affiliate, the Mul- 
tilateral Investment Guarantee Agency, 
acknowledges to some extent Japan's 
— Anthony Rowley 
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Chemical Bank has long been a leader in funds transfer 
services, clearing billions of dollars every hour with speed, 
accuracy and security. We are committed to maintaining this 
leadership by providing the highest standards of quality, 
flexibility, and customer service, backed by a programme of 
continual investment in the latest technology. 
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The commercial incentive 


China eyes export potential of hi-tech industry 


By Amrit Gescher and Tai Ming Cheung in Peking 


hina is planning to commercialise 

its hi-tech research and develop- 
ment (R & D) effort to meet the de- 
mands of economic modernisation and 
reduce the country’s dependence on 
technology imports. 

At the moment, the nation's univer- 
sities and research institutes gear their 
work to the needs of the military or are 
involved in pure research which has no 
immediate industrial application. 

But, under a plan mapped out by the 
State Science and Technology Commis- 
sion (SSTC) in August, Peking aims to 
boost its underdeveloped hi-tech indus- 
tries and cash in on lucrative export 








markets by transferring scientists and 
researchers into this poorly developed 
commercial sector. 

Over three years, the commission 
wants to shift about 100,000 scientists 
from universities and state research in- 
stitutes into some 2,000 private and col- 
lective enterprises which it plans to set 
up in the coastal regions and the hi-tech 
zones of major cities. 

The enterprises will manufacture 
and market the more than 2,000 differ- 
ent products which the commission be- 
lieves China should develop. These are 
concentrated in the fields of micro- 
electronics, computers, information 


Stone keeps on rolling 


Collective enterprise shows the way forward 


tone Corp. offers a role model for 

China's budding hi-tech entre- 
preneurs. Established by a collective of 
scientists with a loan of just Rmb 20,000 
in 1984, Stone is now the country’s lead- 
ing non-state hi-tech enterprise, with a 
turnover which soared to more than 
Rmb 317 million last year. 

The secret of Stone’s success has 
been to make cost-effective technical 
products that cater to market needs, 
rather than the outdated plan-oriented 
goods which are the standard fare of 
state enterprises. 

Its first venture in 1984, which was 
undertaken with the help of Japanese 
conglomerate Mitsui, was to adapt a 
US-made printer to 
Chinese market re- 
quirements. Stone took 
just eight days to pro- 
duce a cheaper version 
— the M-2024 printer — 
which rapidly became a 
commercial success. 

Since then, Mitsui 
and Stone have entered 
into a long-term 
partnership in which 
Mitsui provides the 
hardware and Stone the 
software and system de- 
sign for custom-made 
products for the 
Chinese market. So far, 
they have concentrated 
on manufacturing type- 
writers and printers, 
such as the MS-2401 
Chinese-English elec- 
tronic typewriter. With 
ba of more than 20,000 
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typewriters a year, Stone has now cor- 
nered 80% of the national market. 
Analvsts say Stone's link-up with 
Mitsui is an object lesson in how 
Chinese enterprises should seek foreign 
cooperation 1f they are to expand 
beyond the limited domestic market. 
The company has already set up a 
Hongkong branch, and hopes eventual- 
ly to establish offices in overseas cities 
with large Chinese communities, in- 
cluding those in the US. These provide 
the main market for Stone's Chinese 
character word-processing systems. 
Stone preaches a corporate culture 
that emphasises responsibility, compet- 
ition and creativity. These are alien 
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technology. telécommunications, bio- 
engineering, new materials, lasers and 
energy-saving devices. Some 30% of the 
p output will be for export, 
and the SSTC believes 20,000 business 
administrators should be trained to 
manage them. 

The programme's ambitious goals 
face daunting obstacles, however. Not 
least is the poor level of integration of 
the hi-tech establishment. "The cellular 
nature of China's industrial set-up 
means enterprises usually go it alone to 
develop systems. This means enormous 
duplication of effort, and a poor quality 
end-product," said one observer. 

Resources devoted to R & D are also 
limited. In the machine-building indus- 
try, for instance, enterprises plough 
back less than 1% of output value into 
research. And of the 1,270 large- and 
medium-sized firms in this sector, only 
130 had R & D departments in 1986. In 
an attempt to improve funding for R & 
D, the state will allow enterprises to 





terms to most recruits, who come 
mainly from state institutions. which 
guarantee job security, and set wages 
regardless of performance. All employ- 
ees, including the directors, are given 
one-year employment contracts, re- 
newed only after satisfactory service. 

But Stone employees are envied for 
their fat pay cheques and big year-end 
bonuses. Company officials refuse to 
disclose how much employees are paid, 
for fear of invoking criticism from con- 
servatives. But it is generally believed 
that Stone workers are paid twice the 
common wage scale of Rmb 120-400 à 
month. The company president, Wan 
Runnan, earns more than Rmb 30,000 a 
year, about 25 times more than at his 
previous job as a scientist at the 
Academy of Sciences. 

The company's expansion has been 
spectacular. The workforce was 67 in 
1984, totalled 417 last 
year, and is expected to 
reach more than 1,000 
by the end of this year. 
It has 13 branch com- 
panies, and 400 other 
outlets. Stone is also be- 
ginning to diversify into 
other areas, such as real 
estate, in order to deve- 
lop its own housing for 
employees. 


p are emerg- 
ing, however. Its 
rapid expansion is 
swamping the manage- 
ment system, which was 
put in place when Stone 
was a fledgling firm. 
The decision-making pro- 
cess has become confus- 
| ed, especially now that 
|| Stone'sregionaloffices 
sometimes make de- 
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raise money from bond issues and for- 
eign investment. 

Critics of the SSTC's programme say 
its emphasis on a commercial approach 
will, in the longer term, seriously 
weaken the hi-tech establishment and 
lead to a contraction in state-sponsored 
R & D. China's research effort in this 
field already lags some 20-30 years be- 
hind the major industrialised countries, 
except in a few areas, such as space 
technology. 


Ar from entrenched interests, the 
programme will face other obsta- 
cles. The computer chip or integrated 
circuit (IC) industry, which makes the 
basic building blocks for the electronics 
industry, remains extremely backward. 
It is unlikely to be able to provide the 
kind of components needed for this push. 

Most of China’s home-produced ICs 
are simple and only suitable for low-end 
electronics products, such as TV sets. 
Only 4% of the 53 million ICs produced 





cisions without consulting head office. 

Stone’s very success has also irked 
conservative, state-run concerns. Stone 
was involved in a highly publicised legal 
wrangle earlier this year when the China 
Printing Science and Technology Re- 
search Institute accused it of poaching 
two of its staff and commercialising 
their research efforts. It said the re- 
search belonged to the institute. The 
charges reflected the murky area of in- 
tellectual property rights in China, 
where few regulations exist. 

Stone was also subject to a seven- 
month government investigation in 
1985 following charges of financial 
wrongdoing. Although it was cleared, it 
signifies how precarious Stone's exist- 
ence could be if official favour was with- 
drawn. 

In many respects, Stone has passed 
through its most difficult years. It is now 
an established company, with support 
from the top leadership, including Rui 
Xingwen and Wen Jiabao, members of 
the five-man communist party central 
committee secretariat. It is also now re- 
ceiving more state support, such as tax 
concessions. 

Stone is expecting continued growth 
over the next few years. It expects to tri- 
ple its 1987 gross sales to more than 
Rmb 900 million by 1990. The company 
ploughs 50% of its profit back into pro- 
duct development, substantially more 
than most other companies. 

Stone is typical of China's new breed 
of aggressive hi-tech enterprises, which 
are averaging 200-300% annual growth 
rates in sales volume and profits. State- 
run hi-tech institutions lag far behind. 
In 1986, for instance, the combined pro- 
fits of 40 state research units in Peking 
with a staff six times the size of their 28 
non-state rivals were only a third of the 
non-state firms' earnings. 

— Tai Ming Cheung 

















in 1985 were of the high or medium 
quality needed in the computer and 
telecommunications industries. 

China's hi-tech manufacturers had to 
rely almost entirely on imports of ICs in 
the early 1980s. But in 1985 the govern- 
ment clamped down on imports and or- 
dered a programme aimed at making 
China self-sufficient in ICs. As a result, 
demand far exceeds supply, and the cur- 
rent shortage of ICs is expected to be- 
come more acute. 

One further impediment to the com- 
mercialisation and development of hi- 
tech industry is the reluctance of loss- 
making state-run firms to adapt to mar- 
ket-oriented reforms. Many state-run 
enterprises have been unmoved by gov- 
ernment attempts to promote competi- 
tion through the use of attractive eco- 
nomic incentives. 

Earlier this year, Zhongguancun, a 
Peking suburb with the highest concen- 
tration of hi-tech companies in the 
country, was designated China's first 





Thinking Big Blue 








electronics development zone. Com- 
panies in the zone now enjoy many of 
the economic privileges granted to en- 
terprises in the coastal regions, such as 
exemption from duties on raw-material 
imports. 

With such a gap between Chinese 
and Western technology, and the likeli- 
hood that it will widen further, the 
SSTC's hopes of turning the industry 
into a major export earner appear un- 
realistically optimistic. As far as hi-tech 
trade is concerned, China has only man- 
aged to export US$150 million worth of 
goods since 1979. In the same period, it 
has imported products worth more than 
US$20 billion. 

Over the short term, the main thrust 
of China's hi-tech plans must be to try to 
provide for domestic needs. At the mo- 
ment, the output of the sector can only 
meet about 25% of local demand, esti- 
mated at Rmb 100 billion (US$26.9 bil- 
lion) in the current 1986-90 Seventh 
Five-Year Plan. o 








Peking sets sights on large, US-style computer firms 


p are a priority target in 
China's quest for hi-tech self-suffi- 
ciency. A major effort is under way to 
develop the industry, which Chinese 
leaders had once regarded as too ad- 
vanced for general industrial applica- 
tion and had consequently allocated lit- 
tle state funding. 

Development emphasis is on 
technology which provides rapid 
economic returns, such as micro- 
computers and minicomputers, 
and sophisticated software and 
peripheral equipment for compu- 
ter-aided design, engineering and 
manufacturing. 

Until recently, China was 
heavily dependent on foreign im- 
ports to meet domestic computer 
needs. Between 1984 and 1986, a 
spending spree saw China import 
more than US$2.8 billion of com- 
puter hardware, which contri- 
buted to a depletion of foreign- 
exchange reserves and led to 
government-imposed import con- 
trols. 

While clamping down on im- 
ports, the government encouraged 
domestic computer institutions to 
market their technologies. Verti- 
cal integration of the industry was 
promoted. This focused on forging 
researcher-producer alliances. R 
& D establishments were required 
to find production partners or set 
up enterprises to manufacture and 
sell their research efforts. 

A prime example of these al- 
liances is the Peking Great Wall 
Computer Corp., the holding com- 
pany for China's largest commer- 





Others 


cial computer undertaking. It has a 
workforce of 50,000 and its 1987 output 
volume was Rmb 259 million (US$69.6 
million). Great Wall is one of six con- 
glomerates set up by the Ministry of 
Electronics Industry (MEI), and the 
most successful. 

These enterprises are modelled on 
US computer firms and have large-scale 


j CHINA'S TOP 12 COMPUTER MAKERS = 


g 


China Computer Development Corp. 
China Computer Technical Service Corp. 


No. 734 Factory 
No. 738 Factory 
No. 4507 Factory 

Shanghai Computer Factory 

Beijing Syntone Computer Technology Corp. 


REVIEWTABLE by Ricky Hui 
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stance, turns out more than 10,000 
microcomputers and 100 minicompu- 
ters a year. 

These economies of scale are impor- 
tant in China's fledgling, diversified 
computer industry, where small enter- 
prises producing a multitude of differ- 
ent models are the norm. 

The Chinese Academy of Sciences 
(CAS) is another prime mover in pro- 
moting tie-ups between researchers and 
industry. An estimated 50-70% of com- 
puter and electronics research projects 
undertaken by CAS institutes have po- 
tential industrial applications... CAS 
markets its research through more than 
15 CAS-established companies. 

The Institute for Computing 
Technology (ICT) is the most successful 
of CAS’ computer and electronics insti- 
tutes, Set up in 1984, ICT has developed 
à Chinese-character input system for 


‘ket-oriented computer industry. The 
| MEL with 2.400 staff. was merged in 





microcomputers. Previously, most sys- 
tems required larger computers. ICT's 
1987 turnover was Rmb 71.4 million, up 
300% from 1986. 
The government is also streamlining 
the bureaucracy to assist a more mar- 


July with the Ministry of Machine 
Building, to form the Ministry of 
Machine Building and Electronics In- 
dustry (MMEI). The MMEI has a staff 
of 900. 
The MMEI has less bureaucratic 
clout than its predecessors. While re- 
sponsible for formulating macro- 
economic plans and approving large- 
scale projects, its decision-making pow- 
ers over medium- and small-scale pro- 
jects have been transferred to provincial 
authorities, municipalities and special 
economic zones. These changes have al- 
ready produced results. Estimates for 


1990 are that Chinese-made micro- and 
minicomputers will account for 80-8576 
and 50% of the domestic market respec- 
tively. In 1981, the local share of the 
microcomputer market was 36%; in 
1987 the share was 67%. However, 
China will continue to rely mainly on 
imports for large computers. 

The industry, however, has numer- 
ous problems. The lack of copyright 
regulations has dissuaded many com- 
panies from developing software. 
Chronic inefficiency plagues the in- 
dustry. One industry analyst estimates 
that some companies are employing 
only 20% of their productive capacity 
because they are unable to sell their 
wares. Inefficiency makes Chinese com- 
puters costly, and with technology qual- 
ity and standards inferior to countries 
such as Taiwan, Chinese computers are 
unlikely to make much headway in for- 
eign markets. — Amrit Gescher 
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Import figures raise doubts 


Ti publication on 28 September of 
the second disappointing set of Aus- 
tralian trade figures since the federal 
budget in August has put in doubt the 
entire economic scenario of Treasurer 
Paul Keating. 

His targets for the year are a A$5.5 
billion (US$4.3 billion) budget surplus 
funded from increased tax revenue. 
zero net public-sector borrowing and 
the retiring of A$3 billion in overseas 
debt and another A$3 billion in domes- 
tic debt. 

Although the stockmarket was un- 
ruffled by the figures, which showed a 
A$1.39 billion current-account deficit 
for August, following A$1.53 billion 
deficit in July — revised down from an 
original A$1.67 billion — there was im- 
mediate speculation that monetary pol- 
icy would be further tightened. 

Nobody expected government ac- 
tion in this direction. until 
after the politically vital 1 
October state elections in 
Victoria, where a Labor 
Party government was at 
But most analysts 
predicted a further increase 
in interest rates bank 
prime is already up to 14.5- 
15.596. 

The balance of trade 
blow-out, due more to in- 
creased imports than a fall in 
exports, was all the more dis- 
turbing because commodity 
prices. which have helped 
the Australia economy to à 
healthy recovery in the past 
year. continued firm. Fac- 
tors which were quoted to 





discount the July figures included a 
backup of imports to take advantage of 
budget tariff cuts and a drop in coal ex- 
ports because of continuing industrial 
action. With coal exports up A$154 mil- 


lion, or 54% over July, it was more dif- | 


ficult for the Treasury to argue away the 
August results. 

The only item that could be viewed 
as reassuring was that machinery and 
transport equipment imports were up 
596 . This suggested the desired increase 
in capital investments by industry was 
occurring. 

Rural exports rose by 3%, worth 
A$310 million. with increased volume of 
cereals, sugar and other products com- 
pensating for falls in meat and wool. 

Government estimates of a year-end 
trade deficit of A$9.5 billion for the 
current financial year look increas- 
ingly optimistic, given that the deficit in 
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the first two months was A$3 billion. 

The Australian dollar continued a 
gradual decline during September, hit- 
ting a low of 78.3 US cents after holding 
a level around 82 A cents for some 
months. But expectations of higher in- 
terest rates have helped to keep the cur- 
rency buoyant. 

Efforts to reduce inflation from the 
current level of 6% to the 4.5% forecast 
for the 1988-89 financial year also ap- 
peared in doubt. The Arbitration Com- 
mission, which sets national wages and 
salaries, has awarded an immediate 3% 
wage rise plus a second-phase A$10 flat 
increase, tying both to progress on pro- 
ductivity and work practices, though 
this is not expected to keep wage in- 
creases much below 6% over the year. 

The second-quarter consumer price 
index (CPI) showed a 376 rise over the first 
quarter to 179 points, compared with a 
base figure of 100 for the year to June 
1981. Some analysts saw these figures 
as a temporary aberration in a steady 
decline since December 1986 
when inflation was 9.8%. 
Factors accounting for the 
CPI increase included a 
house-price boom and in- 
creased food prices due to 
floods. 

Keating remains optimis- 
tic about being able to offer a 
substantial across-the-board 

ersonal income-tax cut in 
is next annual budget, but it 
appears more difficult for 
him to offer a rise in real 
wages — an almost essen- 
tial objective if Labor is 
to successfully face a 
fourth federal election 

within 18 months. 
— Michael Malik 
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The exhilaration of the Olympic challenge is shared by the world. 
And Samsung's line-up of quality electronic products is ready to 
sring- the excitement right to you, wherever vou are. 

At home.or in the stands, Samsung will see that you miss none 
of the action... or the exhilaration. 

Find-out about Samsung today, 

it’s ready to: welcome the Olympic challenge, now. 


Video: Audio: Computer SAMSUNG 
Home Appliances Electronics 
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COMMUNICATIONS is our 
business. When you look at - and 
listen to - all the satellites Matra 
Espace has put in orbit , you'll 
see what we're speaking about. 
ECS, Telecom 1 and now Inmar- 
sat 2 and Telecom 2 provide the 
proof of our savoir-faire. 


This is Matra speaking. 


And it's our capacity to manage 
complete communications sys- 
tems that makes us one of the 
most soughtafter prime contrac- 
tors for today's and tomorrow's 
challenges. 

Being prime for communications 
is our business. 


Write to us at Matra Espace 
P.O. Box1 78146 Vélizy France. 


MATRA ESPACE 4 


Together 
we'll make space ours. 
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THE NEW GULF AIR 767's Our commitment 


^h. to passenger comfort, sophistication and luxury 
EC has not gone unnoticed in Seattle. 
—-—-— Never before had the craftsmen 
at Boeing been given such elaborate 
specifications for the furbishment of 767's. 
Our 767's are now ready to take their place on our 
long distance routes. And it's there that we know 
they'll come intotheir own; because the longer 
the flight, the more luxury is appreciated. 










GOLDEN FALCON) SERVICE 


A TRULY CIVILISED WAY TO FLY 


CHADAL . CAN AA . CAF AF ALI . DIVADIJ DAS AT VIJAIMAIT DA DIC 


MHFALEATAA RAT NA Sd 


BOEING DESIGNED THE PERFECT PLANE. 
WE DESIGNED THE PERFECT FLIGHT. 
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Taiwan's stockmarket meltdown leaves economy bruised but healthy 


Controlled collapse 


By Jonathan Friedland in Taipei 


For the 3 million or so 
investors who have 
made astonishing pro- 
fits out of Taiwan's 
wild-west stock- 
market, the party has 

" been cut abruptly 
E d em short. A bull market 
which rose 276% in the 215 trading days 
after 1 January by enthusiastically ig- 
noring fundamental values appears to 
have temporarily ended in an equally ir- 
rational manner. The announcement of 
the reactivation three months hence of a 
capital-gains tax on stock earnings 
brought about on 29 September a mob 
reaction that jerked equity trading to a 
halt. 


For four days, hundreds of 
thousands of sell orders found virtually 
no buyers, locking large and small pun- 
ters alike in the most heart-stopping of 
positions: unable to value their holdings 
as the market inched downward within a 
daily 3% limit, many investors faced the 
prospect of margin calls — collectively 
totalling up to NT$150 billion (US$5.2 
billion) — while unable to sell their 
shares. Making matters even more har- 
rowing was a decision on 30 September 
by local mutual funds to suspend valua- 
tion of their holdings in the face of rede- 
mption calls from holders of 50% of 
their units. For Taiwanese used to a 
sure-thing bull market, it was a startl- 
ingly introduction to the concept of risk. 


Whether this brief encounter with 
the brink is enough to short circuit a 
year-long speculative frenzy or to bring 
stock prices back down to levels that re- 
flect the fundamental value of underly- 
ing companies is doubtful. The govern- 
ment on 3 October caved in to an 
angry clamour by legislators of the 
ruling Kuomintang — at least 17 of 
whom have direct investments in 
brokerage houses —  stock-investing 
journalists, and the one-third of 
Taiwan’s adult public that plays the 
market. It modified its tax proposals 
enough to moderate mass sentiment, 
bringing enough buyers back into the 
market to break the liquidity jam, but 
not enough to stem the overall re- 
treat. The concessions brought about 
questioning of the governments re- 
solve in cooling Taipei's overheated 
bourse. 

Although Finance Minister Shirley 
Kuo stressed from the start that the 
reintroduction of the capital-gains tax 
was made in the interest of more equita- 












ble treatment of taxpayers, the KMT re- 
gime is clearly worried about a market 
that at its September peak was surpass- 
ing NTS70 billion a day in volume. 
With a total capitalisation at the end of 
September equal to 135% of Taiwan's 
GNP, the Taipei market had become 
the third largest in the world, after New 
York and Tokyo. 

With tens of thousands of workers 
throughout the island skipping work to 
play the bourse and the corporate sector 
making as much of 50% of this year's 
profits from non-operational activities, 
Taiwan's sensitive transition from an 
export-led colossus to a more balanced 
economy was endangered by a growing 





market — and the equally huge 
amounts of illegal margin lending un- 
derpinning it — the US$71 billion re- 
serve cushion in Taiwan's financial sys- 
tem is more than enough to soften the 
blows that would come about in a worst- 
case scenario. 

Nor, probably, would the equity 
markets credibility be endangered. 
With US$7,000 in per capita savings and 
an antiquated financial system that pro- 
vides few legal channels for a reasona- 
ble return on investment (the govern- 
ment-set passbook rate is 3.5%, com- 
pounded annually, slightly more than 
an investor can make in one good day in 
the Taipei stockmarket), the market — 


WHEN THE BUBBLE BURST 


Daily turnover 


(NTS million) 
100,000 


speculative bubble. With the number of 
Taiwanese getting into the market 
growing exponentially (roughly 105,000 
new brokerage accounts were opened in 
August alone, up 10-fold from a year 
earlier), government inaction would 
have resulted in an increasingly 
heavy price to pay, not so much 
economically, but in political and social 
terms. 

This makes the 3 October flip-flop 
that much more bewildering. Underly- 
ing the original decision to act was an as- 
sessment that a major market reversal 
would not have a substantial impact on 
the still robust Taiwan economy. De- 
spite the huge volume of money in the 


Test of resolve: page 108 
Calm, slow reform: page 110 
Behind the boom: page 110 
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Source: Review Data. 
even with the new capital-gains tax — 
will remain among the most attractive 
places to park excess cash. 

The quick accession to criticism does 
not bode well for the new cabinet's ef- 
forts to modernise a financial system 
more fit for the poor developing nation 
Taiwan once was than the cash-rich eco- 
nomic powerhouse of today. Prone to 
fits and starts in carrying out economic 
liberalisation policies anyway, the 
events of early October starkly illus- 
trated just how far party bureaucrats 
can go in the face of deeply entrenched 
vested interests. 

The break in the 1988 bull market 
has been a fascinating study in group 
psychology which underlines the funda- 
mental difference between Taiwan's 
market and those elsewhere in Asia. It 
also illustrates what the government is 
up against. While government-owned 
companies and majority shareholders 
hold about four-fifths of listed stock, 
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turnover has been driven 
by big individual players, 
institutions — legal and 
otherwise — and increas- 
ingly, thousands of un- 
sophisticated small-time pun- 
ters who have jumped on the 
bandwagon in the hopes of a 
quick killing. 

According to a recent study 
by Citicorp, Scrimgeour, Vic- 
kers (Taiwan), half the small 
players near the time of the 
market reversal probably had 
two-thirds of their net worth in 
the market, with another 10- 
15% leveraged through the use 
of borrowing to well over 
10095. "Tales of taxi drivers 
and bar girls mortgaging house 
and home and further gearing 
up at their brokers to trade millions of 
dollárs would seem to be quite accu- 
rate," says the Citicorp report. In addi- 
tion to being highly geared, the average 
investor trades frequently, often hold- 
ing stocks for less than a week. 

Fuelling volume has been what Ting 
Kong Securities Co. analyst John Engle 
calls “an enormous black market 
machine” of margin lenders, most of 
whom are individuals informally as- 
sociated with brokerage houses (only 
one firm, the government-controlled Fu 
Hwa Securities Finance Corp., with an 
estimated NT$27 billion in current out- 
standings, is legally allowed to make 
margin loans). The illegal ping cheng 
take 3096 collateral from their custom- 
ers and buy the stock for their own ac- 


A litmus test of 








TAIPEI MARKET'S TAKEOFF 


Source: Data. 


counts. By doing so. the ping chong 
holds scrip as protection against the cus- 
tomer failing to repay the loan. Prior to 
the market's holiday close-down on 24 
September, when Kuo made her an- 
nouncement, the margin lenders "were 
all stock and no cash." says Engle. 
"Small investors had used up their cre- 
dit lines by the end of the week." 


he difficulty facing the margin lend- 
ers was the slowly ticking time bomb 
set off by the liquidity crunch. As the 
market collapsed at an agonisingly slow 
pace as a result of the combination of 


sellers’ panic and the limit of 3% on | 


daily price movements. the prospect 
that the margin lenders problems 
would carry over to the brokerage 


government resolve 


By Jonathan Moore in Taipei 

Finance Minister 
Shirley Kuo's drama- 
tic move to reimpose 
a capital-gains tax on 
stock profits set a 
standard for reformist 


METORWN 


fies new cabinet and 
raised a storm of controversy, but a sub- 
sequent flip-flop showed the limits of 
her independence. 

With the initial tax move, Kuo took 
on not only the estimated 3 million small 
investors who play the bourse for heavy, 
speculative profits, but also politically 
well-connected, large investors, who 
saw the act as a betrayal by their party. 

The government's tough choice was 
between allowing the freewheeling 
stockmarket to continue to fuel the 
gambling psychology of Taiwan's in- 
vestors and encourage a potential social 
and political crisis, or to risk alienating 
investors in the short term in hopes of 


initiative in Taiwan's | 





defusing the time bomb. With elections 
scheduled in a year's time, and the op- 


position Democratic Progressive Party | 


(DPP) angling for 30% of the popular 
vote, up from 23% in 1986, the govern- 
ment decided to cope with the problem 
sooner instead of later. 

The announcement of the tax on 24 


September also provided the opportu- | 
nity for Taiwanese to witness an unusual | 


degree of interaction between the gov- 


ernment and public, including five | 


lengthy public appearances by Kuo in 10 
days to defend the decision and reassure 
irritated investors. 

Despite Kuo's willingness to con- 
front the public, investors protested at 
the gates of the Ministry of Finance 
(MoF) and brokerages petitioned legis- 
lators. Legislators, many of whom are 
investment partners in brokerage 
houses, petitioned the government for a 
postponement of the 1 January com- 
mencement date of the new tax. Their 









houses and other financial: 
institutions, such as- the 
trust companies and illegal 
investment. houses, be- 
came very real. 
It was at that critical point 
when Kuo announced several 
changes to her original pro- 
posal. The government would 
raise the NT$3 million annual 
ceiling for tax-exempt turnover 
to NT$IO million, lower the 
existing transaction tax, and 
hold back the privatisation of 
government-owned banks, à 
move opposed by many 
shareholders because it would 
dilute the value of stocks that 
account for just under half of 
the bellwether weighted index. 

While volume picked up 
substantially, the plunge continued, 
with most analysts expecting value of 
20% to be knocked off the pre-crash 
market level. Ascertaining the current 
market floor is particularly difficult be- 
cause of the momentum stimulated by 
thousands of new small investors enter- 
ing the market during the second and 
third quarter, according to Danny Chan, 
managing director of Fidelity Securities 
Investment Consulting Corp. “Because 
there have been no fundamentals in the 
market for the last six months, we don't 
know where the equilibrium price.of the 
market is," he says. 

Whatever the ultimate damage of 
the market reversal — the weighted 
index had lost 1426 of its value by 5 Oc- 
tober — most Taipei analysts suggest 
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| actions won a modest concession on 3 

| October, when the government an- 

| nounced it would raise the NT$3 million 

| annual ceiling for non-taxable share 

| trading to NT$10 million, and lower an 

| existing transaction tax from 0.3% to 

| 0.1596. In return, legislators withdrew 

| their petition. 

| The compromise; which was made at 

| a meeting with legislators called by a 

| policymaking committee of the Kuomin- 

| tang (KMT), briefly jolted the market 
i out of its liquidity block. Its real pur-. 
| pose, however, seemed to be to reduce 
| the harshness of the decision and mol- 
| 

| 

i 

| 

i 

i 

H 

| 


| lify investor sentiment. "It's possible 


the government had this in: mind all 
along as a fall-back plan." said one mar- 
ket analyst. "By ascribing it to the party 
they can make [the KMT] look like the 
investors’ benevolent uncle.” 

The turnaround surprised many who 
thought. any. backtracking would con- 
| stitute. an untenable loss of face, or 
| political credibility, by the govern- 
| ment. Others noted. that the essential 
| policy decision, to impose the tax, 
remains intact. "The Ministry of Fin- 
ance has plenty of tough decisions ahead 

and on this first one fi has] caved in,” 
| said Myrick. Hatch of Citicorp Scrim- 
| geour Vickers (Taiwan). “It won't make 
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_ that even the late-coming small players 

- will survive with little real loss. 

This assessment carries over to the 

corporate sector as well. While such 
major conglomerates as the Far Eastern 
"Group do play the market through af- 
filiate companies, their balance-sheets 
remain generally strong. "Serious 
liquidity problems turning into insol- 
vency are very unlikely," says Myrick 
Hatch, a managing director at Citicorp, 
Scrimgeour. 

Considerably less certain, particu- 
larly if a broadbased rally fails to 
materialise, will be the impact on the 
huge number of small- and medium- 
sized firms that have propelled the 
Taiwan economy to its current heights. 
"It's: common knowledge that a lot of 
companies have forgotten what their 
real business is," says Hatch. Bank- 
Tuptcies among small business owners 
are inevitable, say analysts. And with 
the cream taken off the stockmarket, 
corporate profits for the large and small 
will probably be diminished, and in cer- 
tain cases squeezed. 

More worrisome to the government 
is the potential impact on the black- 
market financial system. Some 200 il- 
legal investment houses have allegedly 
accepted unsecured deposits of up to 
NT$100 billion and have relied on 
‘stockmarket investments to help make 
promised returns of 4-10% monthly. 
= In February, government pro- 
secutors began investigating 10 of the 
firms in the hope of getting to grips with 
these potentially destructive children of 
Táiwan's oligopolistic banking system. 








the next one any easier to pull off." 

The KMT government has a history 
of intervention in financial affairs, in- 
cluding institutions being directed to 
buy securities during last October’s 
crash and during the crisis in 1985 when 
quasi-banks, Cathay Investment Trust 
and Tenth Credit Cooperative, had to 
close their doors. For the past year and 
à half, the Central Bank of China has 
intervened in the foreign-exchange 
market to slow appreciation of the NT 
dollar so as to give exporters time to ad- 
just. 


T- Taiwan Government is slowly 
gaining its feet after 40 years of au- 
thoritarian rule by the all-powerful 
Chiang family dynasty. It is a govern- 
ment where ministers seldom take 
bold policymaking initiatives and 
are still less accustomed to defending 
the decisions they do make. Reform 
in Taiwan usually involves revising out- 
dated and widely flouted regulations, 
rather than offering creative alterna- 
tives. 

The tax decision shocked many by 
the way it seemed to have been rail- 
roaded through by Kuo and a hand- 
fül of top MoF officials. Those in- 
volved in the decision included adminis- 


— 











Since then, according to well-informed 
broking sources, their presence in the 
market has been less noticeable. Their 
overall exposure, like that of the margin 
lenders, is impossible for the govern- 
ment or anyone else to ascertain. 


nother potential Achilles Heel high- 

lighted by the market's emotional 
response — and one which could affect 
Taiwan's legitimate banking system 
most directly — is the close link be- 
tween stock profits and the hugely in- 
flated property market in the capital. 
Despite increasing efforts by the gov- 
ernment to discourage them from doing 
so, investors have frequently taken their 
stock earnings, invested them in prop- 
erty and taken out a mortgage to re- 
enter the stockmarket. Two-thirds of 
new bank loans in the second and third 
quarters of 1988 have been at the very 
short, and the very long, end of the term 
structure. This indicates that most of 
money has been lent as "working capi- 
tal" for stock speculation and for prop- 
erty mortgages. 

Despite the potential for a collapsing 
house of cards affecting part or even all 
of Taiwan's financial system, analysts 
here are virtually unani- 
mous in the view that the 
nation's economy is still 
fundamentally — strong 
enough to shrug it off 
with little lasting impact 
on growth. Like Kuwait, 
which suffered a huge 
speculative stockmarket 
collapse in 1982, Taiwan 


trative vice-minister 
Chang Yao-tung, a form- 
er taxation department 
head, and the current tax- 
ation department chief, 
Wang Cheng-i. Notably 
excluded from the process 
were the ministry's poli- 
tical vice-minister Ronald 
Ho and Securities and 
Exchange Commission 
chairman C. P. Chang. 

President Lee Teng- 
hui and Prime Minister 
Yu Kuo-hua were certainly apprised of 
the plan before its announcement. 
Former finance minister Robert Chien, 
and his brother Fredrick, Taiwan's 
former unofficial envoy to Washington, 
now with the Council of Economic 
Planning and Development, were also 
consulted, according to informed 
Sources. 

One event to come out of the affair, 
and an indication of increasing asser- 
tiveness in what has for 40 years been a 
rubbér-stamp legislature, was a first- 
ever threat by lawmakers to invoke a 
constitutional clause to cause the 
cabinet to rescind its decision. The gov- 
ernment's concession on the tax ceiling 
appeared enough to mollify the legis- 
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is awash in a sea of money. Despite the 
appreciation of the NT dollar, the trade 
balance remains strong. Productivity, 
though dampened: by. the. number of 
workers spending their mornings. at 
brokerage houses, remains as high as 
anywhere in Asia. The government pre- 
dicts a slower-than-normal, but still im- 
pressive, 7.3% growt : 
7% in 1989. E 
“In the long run, you 
bullish,” says Tracy Che 
president of the Taipei St 
"People here will c 
richer and richer, with m 
savings." With individual o 
vestments limited to NT$5 E 
year, a practically non-existent bon 
market and an arrogantly uncomp 
tive banking sector, investors wi 
have little choice but to put their” 
money back into the stockmarket or in- 
to an even riskier illegal investment 
scheme. : 
The only alternative would come if 
the government were to step up its 
snail's pace financial liberalisation, an. 
unlikely prospect given the timidity in 
policymaking that will probably result. i. 
from the current market trauma: ü 





(Weighted index) 











lators, who. withdrew their petition. 

Stockbrokers and investors said their 
objection was not to the tax itself, which 
they agreed is a reasonable enough idea 
given the outrageous profits being 
earned in the market by punters. What 
they minded was the sudden announce- 
ment of the decision, which they say did 
not give investors enough time to ad- 
just. 

In fact, busloads of protesting invest- 
ors, expected to travel from as far away 
as the southern city of Kaohsiung, failed 
to appear, and the crowds of up to 1,000 
prote ene outside the MoF seemed re- 
atively sedate. For its part, the DPP 
says it is not planning to politicise the 
issue. 
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| A calmer market 
means slower reform 


d 


While the capital gains 
tax is designed to cool 
the casino-like frenzy 
of the local bourse 
and restore sanity to 
market valuations, it 
may also deliver an 
iod EM unwelcome set-back to 
the government's liberalisation plans. 

Taiwan’s basic problem is that there 
is too much money chasing too few in- 
vestment outlets. The tax plan threatens 
to exacerbate the shortage of invest- 
ment outlets by diminishing the appeal 
of the stockmarket as an investment op- 
portunity. 

Despite a significant presence of for- 
eign financial firms in Taiwan, local in- 
vestors still have few opportunities to 
invest their money abroad. In addition, 
only about 30-40% of the shares of the 
144 listed companies are actively traded 
on the local market. The Taiwan bond 
market is almost non-existent. 

Moves to boost the stockmarket by 
privatising three government-owned 
provincial banks have been put on hold. 
Finance Minister Shirley Kuo said on 3 
October that the plan would not go 
ahead until the market had returned to 










Lu E. 


Big hands guide 
the Taipei boom 


W hile the bulk of Taiwan's specu- 
lators are housewives, army pen- 
sioners and gold-chained Young Turks, 
who crowd brokers' offices each morn- 
ing to gossip and trade, several wealthy 
individuals and institutions have a par- 
ticularly powerful influence over the 
market. 

Working in tandem with brokerages, 
with the illegal margin lenders and with 
each other, most of the so-called "big 
players" play against mass sentiment to 
manipulate share prices, a relatively 
simple matter as Taiwan's 144 listed 
companies have released only a small 
percentage of their shares to the public. 
Their task is made even easier — and 
certainly less risky — by the 3% daily 
price-movement limits that have been in 
effect since October 1987. 

Others, mainly affiliates of listed 
corporations, intervene to support the 
value of their own stock or play the mar- 
ket to boost the profit of the parent 
company. The illegal investment houses 
also count on the market to bring in rev- 
enue, using their huge neighbourhood 
deposit bases to move stocks. Finally, 
whenever the government decides to 














normal. In fact, the sale is awaiting revi- 
sion of the complex banking statute by 
the Legislative Yuan, Tatwan’s law- 
making body. That could take months. 

Meanwhile, attempts to encourage 
further foreign participation are likely 
to suffer a setback. The risks foreign 
companies face in doing business in 
Taiwan's financial sector were made 
plain by the massive redemption calls 
suffered by the four local unit-trust com- 
panies that serve as Taiwan’s pilot 
mutual fund industry. Calls of more 
than 50% caused the four fund-manage- 
ment companies to suspend redemp- 
tions. They are required to have only 
10% of their total assets in cash on 
hand and their charters provide for 
the suspension of redemptions. 

The four local-foreign joint ventures 
each manage two funds for domestic in- 
vestors, one closed and one open- 
ended, and one overseas fund. The for- 
eign funds are still the only way foreign- 
ers can invest in the Taiwan market in 
their own names. But as the funds gen- 
erally under-perform the high-flying 
weighted index, they appeal to local in- 
vestors as a means of investing in the 
market without the uncertainty entailed 


three majority-owned commercial 
banks as agents. 

The individual big players have be- 
come a cultural phenomenon, assuming 
the stature of folk heroes for their vaun- 


ted ability to rack up huge gains by 


ramping specific stocks. These half- | 


feared, half-admired superstars of the 
speculative frenzy attract large groups 
of followers who attempt to emulate 
their moves. They do not often succeed: 
the big players specialise in suckering 
everyone else. 

The different types of players with 
influence enough single-handedly to 
move prices are: 

» The three government-affiliated 
commercial banks. First Commercial 
Bank, Hua Nan Commercial Bank and 
Chang Hwa Commercial Bank inter- 
vene on behalf of the Taipei govern- 
ment when it wants to try and influence 
market sentiment. 

> The illegal investment houses. 

» Major corporations which use 
nominee companies or investment- 
house affiliates to manipulate aggres- 
sively the price of their own stock or that 
of other companies. Among the most 


send a signal to punters, it utilises its | prominent of these, according to brok- 





| 
| 
| 








by individual stock investment. Thus, 
the suspension of redemptions repre- 
sents a serious setback for the funds’ 
public image. 

“Investor confidence has been 
knocked for six,” said Danny Chan, 
managing director of Fidelity Securities 
Investment Consulting Corp., the 
Taiwan subsidiary of Fidelity Interna- 
tional which manages one of the funds. 

The overseas funds, which are listed 
in New York and London, have been 
trading at a discount to their net asset 
values for the past two months. “Given 
the chance to buy into the Taiwan stock- 
market, most foreigners would not,” 
said an analyst. 


TE tax change is also likely to hurt 
Taiwan's new broking firms, which 
were set up following the- May liberali- 
sation of brokerage licences, if it results 
in severely restricted trading volume. 
(Licences were granted to 55 firms, 
though not all of them have vet entered 
the market.) Pressure from brokers help- 
ed force a revision of the tax ceiling from 
NT$3 million to NT$10 million. This en- 


| sures that many smaller investors will 


still be able to churn their accounts. 
The thin capital base of many of the 
new firms will make survival difficult in 
a serious market slowdown. Of the 
NT$200 million capital requirement for 
a basic brokerage, NT$65 million goes 
to the Taiwan Stock Exchange as a set- 





ing sources, are textile maker Hualon 
Corp., Taiwan Pulp and Paper Corp., 
China Rebar Co. and Walsin Lihwa 
Electric Wire and Cable. The manage: 
ments of these firms have used the bull 
market to run up the market value of 
their companies and to rake in huge pro- 
fits from manipulating the shares. of 
others. 

As in Japan during last year’s finan 
cial engineering (zaifeku) rage, nearly 
all Taiwanese companies are playing the 
market. Most are not engaged in active 
share manipulation every day, but even 
the bluest of local blue chips are not 
beyond temptation. 


uomintang Central Standing Com- 

mittee member Koo Chen-fu uses 
the good offices of his son Jeffrey's 
China Trust and Investment Co. to buy 
up shares of his Taiwan Cement Corp. 
whenever family board seats are con- 
tested. The result: the value of Taiwan 
Cement shares, over a third of which ap- 
pear to be held by the Koo family or 
their majority owned companies, in- 
creases noticeably. 
» Well-capitalised individuals with di- 
rect ties to broking houses. These are 
pseudonymous mavericks who have set 
the tenor of the bull market. Among the 
five most prominent is “Chiu Jung-an,” 
a restaurant operator and magazine 
owner, who has tallied an estimated 
NT$2 billion making markets in such 
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. tlement deposit, NT$30-40 million is 


^.spent on setting up operations, and 
NT$8-10 million goes on monthly 
overheads, according to one broker. 


“There isn't much left over," he said. 


On top of that, many of the newcomers, 
anticipating huge earnings in a market 
where daily turnover was regularly 
reaching NT$60 billion, spent lavishly 
on marble floors and plush VIP rooms. 
The 28 firms which have existed 
since the market's early days, are in a 
stronger position to cope with a down- 
turn. 
Jardine Fleming Taiwan and Bank- 
-ers Trust, the two foreign firms that won 
"licences -to set up integrated securities 
houses with local partners under the 
liberalised rules, were more sanguine 

-about prospects. Their licences demand 
paid-in capital of NT$1 billion. 

“We were getting skittish about such 
an overblown market. With a crash hap- 
pening now, volume could build back 
up by the time we're open," said John 
Crossman, an associate at Jardine Flem- 
ing. 

“A correction in the market is some- 
thing international investors have been 
waiting for," said Steve Champion, pre- 
sident. of International Investment 
Trust, one of the local fund manage- 
ment companies. “To that extent, when 

«the market retreats to fundamental 
` values, that is a good thing.” 
— Jonathan Moore 





stocks as United Micro Electronics and 
Kwong Fong Industries. 

Another is "Ah-pu-la," a half Japan- 
ese investor who has achieved legen- 
dary stature — and an estimated NT$5 
billion in profits — running up a 10-fold 
increase in the price of the banking 
stocks that account for almost half the 
weighting of the bellwether weighted 
index. "Ah-pu-la" trades through his 
own Full Long Securities House. 

"Weng San-kwang", the chairman of 
specialised — instrument-maker San 
Kwang Corp., has reached the big 
league by running up the prices of, 


among others, China Steel and Chia | 


Hsin Flour Feed and Vegetable Oil Corp. 
"Chen Ya-chu" specialises in plastics 
companies, having worked through the 
year to run Taita Chemical up to 
NT$400 a share from a price roughly an 
eighth of that amount at end 1986. 
Chen, who works closely with the Tsai 
.family's Cathay Foremost Group, is 
thought to be the most highly leveraged 
of the big five. 

He has usurped that position from 
the last of the group, “Lei Po-lung,” or 
Big Boss Lei who, having once boasted 
that he was able to manipulate the mar- 
ket single-handedly on the govern- 
ment's behalf, was caught out on a limb 
during last year's October downturn. 
While still a market presence, brokers 











INVESTMENT 


A race for space 


Unit trust go-ahead heralds property buying spree in Malaysia 


By Nick Seaward in Kuala Lumpur 
AC in commercial property 

prices in Kuala Lumpur has been 
heralded by the formation of Malaysia's 
first property unit trust by Bank of 
Commerce. 

In a statement issued on 30 Sep- 
tember, the bank said that its merchant 
bank subsidiary, Commerce Interna- 
tional Merchant Bankers (CIMB), had 
received the necessary approvals from 
the government's informal committee 
on property unit trusts on 1 July. The 
trust units are expected to be listed on 
the Kuala Lumpur Stock Exchange 
(KLSE), "within the first quarter of 
1989," said the bank. 

Bank of Commerce gave no indica- 
tion as to how many units may go on 
sale, but guidelines issued in February 
by the committee set an initial minimum 
of M$100 million (US$37.31 million) for 
each trust, of which 2096 must be in 
liquid assets (REVIEW, 28 July). After 
listing, trusts will be allowed to 
make rights issues to increase their 
funds. 

The committee, which comprises 
representatives from the central bank, 
Bank Negara (BN), the capital issues 
committee, and the registrar of com- 
panies, is still considering applications 
from Malayan Banking, Arab-Malay- 
sian Merchant Bank and the state in- 
vestment corporation, Permodalan Na- 
sional Bank (PNB), for their own trusts. 
Should these go through, an additional 
M$400 million will become available for 
investment, as PNB's trust is expected 
to be M$200 million. 

Property consultants expect the 
trusts to invest primarily in office space 
in Kuala Lumpurs prime Golden 
Triangle area. After the 20% liquidity 
requirement has been met, this means 
that about 1.5 million ft? can be ex- 
pected to be snapped up, given the cur- 
rent price range of M$250-300 a ft? pre- 
vailing in the capital at the moment. 

Surplus first-class office space in 
Kuala Lumpur is estimated at 3.6 mil- 
lion ft?, out of a total supply of around 
20 million ft?. However, consultants 
point out that the emergence of the 
trusts will not solve this problem over- 
night as they will have to invest in prop- 
erties with sufficient tenants to provide 
à decent yield. Prime properties with 
good tenants are scarce. 

Perhaps for this reason, Arab- 
Malaysian has already let it be known 
that it is considering selling its own 
headquarters building to its own trust, 
which is still awaiting regulatory ap- 











huge Menara Maybank office complex 
to its trust. But with a lettable area of 


1.1 million ft? it may have 









partners. In both cases, the valuation: 
fthe-- 


would be subject to the approva 
authorities and the trustees. 

Despite the attractions of s 
their own headquarters buildings 
trust which they themselves manage 
the main benefit of such trusts to th 
banks — and to BN — is that they offe 
a way of bailing out struggling entre- 
preneurs, most of whose problems stem 








from injudicious property investments | 


during the 1983-84 boom. Many of these 
entrepreneurs have defaulted on their 
bank loans, putting the whole financial 
system under severe strain and keeping 
lending interest rates high. 

Why Bank of Commerce should 
have raced to be first on the market is 


not clear. It has no building of its own - 


and is only 26th in terms of assets among 


the commercial banks in Malaysia. In - 


the long run, other banks ‘therefore 


stand to benefit more from this move 


than it does. Bank of Commerce, mean- 
while, is enjoying its victory and has 
chosen the name First Malaysian Prop- 
erty Trust for its new venture. 

The trust will be managed by a new 
company, First Malaysian Property 
Managers, which is being set up in a 
joint venture with an Australian prop- 
erty management group, Aust-Wide. 
According to CIMB's executive direc: 
tor, Munir Majid, the share split has 
not been finalised but he pointed out 
that under the New Economic Policy 
guidelines, Aust-Wide would not nor- 
mally be allowed to hold more than 
30% . 

Bank of Commerce stated that list- 
ing will go ahead as soon as the KLSE's 
listing manual has been amended to in- 
clude property unit trusts (current rules 
require a company to have a three-to- 
five year profit record before listing), 
and as soon as certain governmental 
rules and regulations are finalised. 

This seems to indicate that the forth- 
coming 1988 budget speech on 21 Oc- 
tober will contain some tax concessions 
which have been considered crucial to 
the viability of the property unit trusts. 
In particular, the trusts’ promoters have 
been pressing for a formal exemption 
from capital-gains tax. 

At present, the tax authorities do not 
assess equity unit trusts for capital gains 
but have reserved their right to do so. 
Without a formal exemption from capi- 
tal-gains tax, however, a property unit 
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say that Lei is no longer the biggest of | proval. Malayan Banking is also | trust would not be a workable proposi- 
the big players. | — Jonathan Friedland a to be planning the sale of its | tion. 
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CURRENCIES 


3 Oct. Spot Previous 3 months 








30ct. interbank Interbank 
p S USSE WORTH, fate? weekt agot lending — | eoa y 3monthst | &monthst 
Australia dollar | 1.274 1.284 1.285 


E i- 
pu pound 0.59 0.602 0.591 : Australia 15.50 i 13.45 i 13.8125 14.00 

anada joliar 1.2163 1.2223 1.214 . 
France franc 6.3575 6.415 6.145 $ Britain 13.00 11.8125 11.875 11.8125 


Hongkong dollar 7.8115 closed 7.81 k 8.125 8.3125 
india rupee 14.35 14.642 14.161 f Hongkong dn di i 
indonesia rupiah 1,705.00 1,706.00 1,689.00 x indonesia 22.00 19.50 n.a. fia. 
Japan yen 133.65 134.75 134.90 E E 
Malaysia dollar 2.6815 2.6745 2.621 Japan 5.70 4.6875 4.9375 4.9378 
NewZealand ^ dollar 1.633 1.628 1.499 I “3.375 
Pakistan rupee 17.83 1783 | 17.835 ; | 

Philippines peso 21.23 21.23 21.02 f Malaysia 8.75 3.55 3.65 3.70 
Singapore dollar 2.039 2.041 2.056 . 

SouthKorea won 718.50 719.70 728.60 ; New Zealand Ter» taa eni d 
SriLanka rupee 32.971 32.971 31.289 £ Philippines 18.8125 17.372 13.50 14.00 14.00 
Switzerland tranc 1.5835 1.5955 1.516 E 7 
Taiwan NT dollar | 28.93 28.93 28.82 i Singapore 6.13 4.70 5.00 5.0625 3.9625 
Thailand baht 25.49 25.55 25.55 . South Korea 11.50 16.0 
West Germany mark 1.858 1.8846 1.823 














Taiwan 5.75 5.01 4.60 4.65 
Banknote Official Communist 
rate rate countries 


Thailand 12.00 5.20 1125 12.00 
-L 


see i : 
Bangladesh taka 29.50 31.80 China us 10.00 8.106 8,3125 8.625 d 8.6875 


Brune dolar 2.038 2.04 USS- Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
Burma kyat 20.80 6.55 » - — 
Macau pataca 8.05 8.05 HKS - Rmb 0.476 1month 3 months $ months i12months - 


Nepal rupee 26.50 24.00 Soviet Union 
LU EE po ind odes Tue Maus 
Other: SDR1 = US$1.295, ECU1 = US$1.10835, | Laos £ Sterling us : i : < 



































S$1- M$1.313, £1 -HK$13.2628, USS - New Kip 430.00 Yen 4.5625 4.8125 4.8125 4.8125 
3 months forward: Japan * 133.024, Viet Swiss Fr. 3.1875 3.5625 3.75 3.875 
Hongkong HK$7.807, Singapore S§2.027, tetnam 4.875 5.0625 51875 5.3125 


12.50 13.00 13.3128 14.00 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 10.00 10.1875 10.375 10.4375 
tional Bank of New York for banknote selling rates on the Hongkong market | S 
and Deak international Ltd for official rates. **shortterm tofferedrate Source: Telerate, Vickers da Costa & Co. 
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COMMODITIES |. BOND YIELDS (%) 


Average of representative high-grade issues 


Year 30ct. Latest | t month | 6 months E 
ago ago 

: | USS: T 

Gold London 7 456.25 Domestic 3-5yearst | 8.57 : 8.03 

Copper ` New York 7-10yearst | 8.84 8.65 

Current delivery (Dec.) . 83.50 international — 3-5yearst 8.74 8.00 


Jan. delivery 4 8.98 ~ 8:67 
Aluminium London 7-10 yearst 


i s ; 1,200.00 Yen: 
De dee = Domestic 3yearst | 449 3.51 
Tin Kuala Lumpur . 16.84 : i1Oyears t 520 4.69 
Cotton New York : i international — 3-5yearst 441 : S82. 
Current delivery (Oct) ; 72.50 T-i0years: | 530 4.57 
Dec. delivery Dm: 
Rubber Kuala Lumpur Domestic 3-5 years" , 5.1975 EF 
Current delivery (Nov.) E 267.50 10 years" 6.48 ma. f 
dan. delivery E international — 3-5years! 5.88 4.99 
Paim Oil KualaLumpur (5) 7-10yearst | — 6.48 6.13 
Current delivery (Oct.) 792.00 AS: 
Dec. delivery Domestic 3years t n.a. na. | 1123 
Sugar New York (4) 10years t n.a. a. | 1097 
Current delivery (Jan.) : 4 8.60 international — 3-5yearst | 13.44 | 11.43 
]  Mar.delivery - 7-10yearst 12.56 | 12.38 
Pepper 7 Singapore {10} c$: 
au feta bi TORE Chicago 6) Domestic 3years* | 10.14 9.15 
ÓOyears* | 10.16 9.53 


Current deliv: Dec. 414. 
Mar. iy f } 421 p international! — 3-5yearst | 10.14 9.45 


Maize Chicago 7-iüyearst | 10.24 | 9.78 
Current delivery (Dec.) 285.60 d A £: 
Mar. delivery 291.00 Domestic Syearst n.a. a na. 

Rice Bangkok iüyeafst na. A. n.a. 
596 white fob 305.00 international  3-Syearst | 10.37 9.12 

Soyabeans Chicago 7-10yearst | 10.21 | 9.45 
Current delivery (Nov.) 813.00 f NZ$: i 
Jan. delivery 823.40 Domestic 3-5yearst | 13.29 13.32 

Cocoa London 7-Wyearst | 12.75 12.85 
Current delivery (Dec.) 722.50 777.00 E international 3years* | 13:59 13:40. 

Mar. delivery 741.50 7-10years*. |. 12.89 12.84 

Coffee — London (n SFr: i 

uran delivery (Nov.) 1,222.50 1,135.00 3-5yearst 472 | 3.95 
an. delivery 1,216.00 3-30 Gears ps 4 

Petroleum Tokyo (11) Ec: ye x 4 61 
Sumatran light 12.60 n.a. A 
Brent j London (11) 41.35 13.00 3-byearst | 7.40 6.99 

L 7-10 yearst 7.89 7.79 
()eatonne (2)MSakg (3)USSanoz {4 UScalb (5)M$atonne (5)UScaG0 fb bushel E | 
(}USe a56Ibbushel (B)USS$atonne (9)Mcakg {10}S$a100kg (it)USSabarrel Source: Telerate, Reuter. * AAA corporate . t Goverriment Source: Telerate- 
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; Se eis AUSTRALIA “CHINA HONGKONG INDIA INDONESIA | JAPAN 
= A 
Economic Growth % (reah (1) | i 
3987 46 9.4 13.5 4.10 i 3.6 42 
] 1985 1-3 7-7.5 5-7 1.50 3-4 3.5-4.5 
] international Reserves (5) | 
= Latest USS$12.80b US$19.06b na. US$6.20b US$5.30b US588.08b 
1 7 oe i (July) ; {June} (Apr.) (June} July) 
Year earlier | US$9.35b USS$13.55b na. USS6.50b USS4.15b U8369.536 
-Trade Balance (total merchandise) i | 
Latest 3 months l - US$0.73b f = USS0.63b -US$0.09b - US$0.95b *US$3.24b -US8518.055(6) 
"m (June-Aug.) (Jan.-Mar.) iJune-Aug.) (Jan.-Mar.} (Mar.-May) (dune-Aug) : 
Previous 3 months +US$0.08b ~US$1.24b ~USS1.1 -S$1.57b +USS$2.62b i -US8519.25b 
Year earlier ~US$O.18b -US$0.52b +USS0.46b -US$1.51b + US$1.76b | +USS18.75b 
Exports (7) : | 
Latest3 months US$8.15b USS8.92b USS16.76b US$3.39b US$4.64b USS65.94b(6) 
% change previous 3 months -5.4 -33.4 420.94 *17.8 -2.9 *0.5 
* change year earlier +45 +22.4 +29.47 +28.7 l +48,2 +172 
imports (5). f | 
Latest 3months US$8.88b US$9.55b USS16.85b US$4.34b | US$1.40b i USS47.88b(6) 
% change previous 3 months 241 -34.8 11243 -25 -35.2 | +33 
% change year eartier i +11.0 +14.8 34.98 +48 | -35.4 i +27.6 
Consumer Prices | | i 
Base ] | July 80-June81=100 | Sept.-Dec. 1986-100 Oct. 84-Sept. 85--100(2) 1960= 100 | Apr. 77-Mar.78~ 100 1985-100 
Latest3 monthsindex average k Mis i Pb dra 118.0 7720 310.47 101.1 ) 
(Apr.-June| (Sept.-Dec.) (June-Aug.) r.-June (May-July) (June-Aug. 
% change previous 3 months +38 -0.1 1249 ui 2.5 } +24 unchanged 
% change year earlier *118 +20 +75 -11.4 +8.6 +05 
Money Supply 3) 
Latest xo oe nme Ad b HKS322.02b Rs 1.72110) Rps 34.97t ¥ D. 
(July) lar.) (Aug.) Jut {Feb.) uiy) 
% change previous month | #13 +2.6(11) ry " To +21 | +40 
% change year earlier +42.8 d +29.4 +16.6 217.5 +254 | 434 
E III MALAYSIA PHILIPPINES SINGAPORE T SOUTH KOREA | TAIWAN F THAILAND 
: : L i i 
f Economic Growth % (reat (1) 
| 1987 42 : 5.05 8.8 12.0 1 6.6 
| 1988 6-8 5.5-6.5 8-10 10-11.5 6-8 7-9 
-international Reserves (5) i 
Latest i US$6.22b US$0.48b US$15.87b USS9.56b USS70.33b i U5$4.97b 
(June) (July) (May) (July) (June | (July) 
«Year earlier US$7.09b US$1.46b USS$13.70b US$3.29b US$60.72b US$3.83b 
: Trade Balance (total merchandise) | 
> Latest 3 months +US$0.61b(4} -USS0.29b —US$1.18b * US$1.79b(6) * USS3.60b -US50.67b 
H (Jan.-Mar.) {May-July} (Apr.-June) iJune-Aug.) (June-Aug.) (Apr.-June) 
© Previous 3 months *USSO.B0b + US$0.21b —US$1.05b +US$1.48b +US$1.67b i ~ US$0.70b 
Year earlier +US$0.50b ~US$0.25b -US$0.81b +US$1.29b +US$5.34b -US$0.36b 
Exports (7) 
Latest 3 months USS$4.08b(4) US$1.79b USS9.52b US$15.44b(6) US$16.19b i US$3.61b 
% change previous 3 months -4.0 +12.6 +13.6 +9.4 +9. | +5.23 
5 change year earlier *349 | 4226 +32.8 +29.3 i +127 | +28.9 
imports (8) i 
Latest3 months US$3.47b(4) US$2.08b US$10.70b US$13.65b(6) US$12.59b i US$4.29b 
% change previous 3 months +3.2 *15.6 *137 +8.6 3.7 43.8 
% change year earlier +36.8 +21.6 +33.5 +284 +39.4 +35.7 
Consumer Prices 
Base 1980 —100 1978-100 June 82-May 83= 100 1985 100 1986- 100 1976-100 
Latest 3 months index average 128.6 403.0 104.1 113.5 102.04 209.5 
(Feb.-Apr.) (June-Aug.} (Apr.-June) (May-July) {June-Aug.} {Apr.-dune} 
% change previous 3 months -0.1 +2.0 +60.3 +14 +19 +t4 
% change year earlier +41 48.7 *1.6 472 +14 $4.0 
Money Supply (3) 
Latest M$55.67b P163.44b $$37.53b Won 42.74t NT$4.58t Baht 847.76 
{May} (May) (May) (July) (July) (May) 
. fh change previous month -03 +2.7 +2.9 +14.6 +15 *14 
% change year earlier i 2.5 +23.2 | 49:5 | +18.3 i +24.2 +1498 





11) Official and other estimates of GDP (GNP in J 


exceptfor Singapore | (6) Customs basis 


{7} fob (8) cif 
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(10) M3 


japan} (2) Consumer Price Index A (3) M2 or currency pius bank deposits (4) Peninsular Malaysia only 
(8) Excluding petroleum products 


(11) % change over past 3 months 





(5) IMF definition of reserves minus gold 


Source: Official statistics. 
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Trading blues on the floor 


MOST of Asia's bourses traded lower in the week to 3 Oct., with the exception of Bombay which set a new 
record. Australia and New Zealand were flat amid dull trading. : 


AUSTRALIA: Trading was thin. The 
flat market edged downwards at the 
close of the period on uncertainties 
over the outcome of the Victorian state 
election. The All Ordinaries Index 
finished down 0.06% at 1,543.5. West- 
ern Mining Corp. lost 8 A cents (6 US 
cents) to close at A$4.96 while Bond 
Corp. gained 3 A cents to A$2.08 and 
ANZ Bank put on2 A cents to A$5.32. 

















TOKYO: Shares gained for the first 
four davs before easing as local 
stockbrokers squared their books for | 
the end of their financial vear. Interest 
was concentrated in the large counters 
with Kawasaki Steel closing at ¥889 
(US$6.64). up Y 10. Nippon Telegraph | 
and Telephone edged up Y10.000 to 
*X2.lim. Turnover averaged 1.2b 
shares a day worth ¥ 1 .2t. 














HONGKONG: Share prices continued 
their downward slide as most investors 
took to the sidelines, waiting for the 
market to escape the doldrums. Vol- 
ume traded was a thin 1.28m shares. 
worth HK$1.61b (US$206.4m). China 
Light lost 40 HK cents to HK$15.40. 
Hongkong Telecom closed down at 
HKS$4.875 while Hongkong Land slip- 
ped I5 HK cents to HK$7.95. 


NEW ZEALAND: Not even a forecast 
of strong medium-term growth from 
the authoritative Institute of Economic 
Research moved the market. Interest 
centred on Equiticorp’s  part-sub- 
sidiary Feltrax, up for sale, which 
gained 24 NZ cents (15 US cents) to 
NZ82.78. Fletcher Challenge fell 3 NZ 
to NZ$4.79. Volume was 33.06m 
worth NZ$38.67m. 




















SINGAPORE: Volume was even lower 
than the previous period at an average 
of 13.3m shares a day, valued at 
S$24.6m (US$12.1m). However, Thai 
Prime Fund — which is open to for- 
eigners onlv — produced considerable 
volume on its debut. On the local front. 
Malayan Breweries managed a rise of 
20 S cents to $$10.70 and Metro Hold- 
ings a 30 S cent jump to $$7.95, 


SEOUL: All the action was at the 
Olvmpics. and the market was dull. 
Volume dipped to a daily average of 
6m shares worth Won — 109.9b 
(US$152.6m). Securities firms gained 
3.9%, with Hyundai Securities up 
3.5%. Daehan Investment and Fi- 
nance gained 5.9% as short-term fi- 
nance companies inched up 1.4%. 
Construction shares dipped 4.1%. 





























KUALA LUMPUR: A brief flurry of in- 
terest at the start of the period petered 
out. on weak volume later. Prices 
closed lower after the weekend on 
rumours of political developments. 
Carlsberg managed- -a gain of 15 M 
cents (6 US cents) to M$6.75. however. 
and Chocolate Products rose 1.5 M 
cents to 49 M cents. Volume averaged 
7.5m shares a day. valued at M$12.5m. 


TAIPEI: Trading ground to a halt and 
the index dropped sharply after the 
government's announced it would 
reimpose a capital-gains tax on stock 
profits. Average daily turnover fell 
to a two-vear low of NT$2.35b 
(US$81.3m). Most shares dropped to 
their lower limits each day. Formosa 
Plastics fell from NT$168 to NTSISI 
Taiwan Cement lost NT$20 to NT$164. 




















BOMBAY: The bourse was shut for the 
first three days of the period. sup- 
posedly to install new computers. On 
reopening, the BSE index surged 
32 points in the following two days. 
New records were set, with the index 
breaking the 680 level before sliding to 
end at 676.58. Leading counters were 
blue chips Bajaj Auto, Mukand Iron. 
Larsen and Toubro. 


BANGKOK: Turnover grew. with 
especially heavy trading in Bangkok 
Bank. and new listings from the Cha- 
roen Pokphand and Saha Pathana 
groups. The SET index ended the 
period at 445.03 points. down 0.8. Thai 
Industrial Gas led stocks. up Baht 84 
(US$3.29) to Baht 348. Charoong Thai 
was the biggest loser. down Baht 18 to 
close at Baht 82. 

















MANILA: Trading in speculative oil 
stocks boosted turnover but prices fell. 
"The Manila Composite Index lost 
29.35 points to close at 700.56. Gov- 
ernment securities and commercial 
paper attracted interest. Average daily 
turnover was 696.07m. worth P47.5m 
(USS2.2m). Market favourites include 
San Miguel-B. unchanged at P228. 
while PLDT lost P3 to P206. 





NEW YORK: Shares prices showed im- 
provement on analysts’ prediction 

that the market would reach a post- 
1987 crash high. only to weaken at the 
end of the period. The Dow Jones In- 
dustrial Average finished up 22.93 
points at 2,105.26, with 688.65m shares 
traded. The Morgan Stanlev Capital 
International Index alse gained, clos- 
ing at 446.2 points. up 7.6. 
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“yy 
of plastic I didn’t believe him. I haven’t missed a goal 


since I got it. It puts up with all kinds of rough treatment - 


even my dog’s teeth! All my friends are jealous. I really 
think that the people who made it are clever// 

That's true : the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem: The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 
-35 productions plants in 97 countries on 5 continents. 
France and the world. - Turnover: FF 23 billions. 
- 4 research and - Main activity sectors: 

development centres. Basic chemicals, 
- 1 technical centre Fine and speciality 


[engineering]. chemicals, Plastic materials. 





ve got a terrific ball! When dad told me it was made 










ATOCHEM 

Hong-Kong 

Tél.: 852 (3) 697.145 
Télex: 39712 HKATO HX 
Melbourne 

Tél.: 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 
Télex: 34502 ATOSEA RS 
Tokyo 

Tél.: 81 (3) 234.74.41 
Télex: 232 5419 ATOCHM J 


ATOCHEM 
mera UG) 


Head office 

4, cours Michelet 

La Défense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tél. (1) 49.00.80.80 - Télex: ATO 611922 F 
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Foreign Exchange and Wo x 
Deutsche Bank. Experience that - - 
ge pue job done. 







T Ps a twenty -four 






ange conten tt calls 
pete and confi- 





Deutsche Bank ÁZ 









. Deutsche Bank is a world 
leader in foreign exchange, 
because day in and day out, 
our experience gets the job 
done. | 

For foreign exchange, as 
well as other investment and 
commercial banking services, 
consider using the experience 
of one of the world’s leading 
banks. 

Contact the Deutsche Bank 
office nearest you. 








Deutsche Bank AG Deutsche Bank AG Deutsche Bank Australia Ltd. Deutsche Bank AG. Deutsche Bank AG Other Deutsche Bank branches 


sead Office 
faunusantage 12 


Tokyo Branch 1 Collins Street 
ARK Mori Building 23F Melbourne. Victoria 3000 


3000 Frankfurt am Main 1 12-32, Akasaka, T-chome Tel: (3) 8541277 


fel: (69) 7150-0 


Minato-ku, Tokyo 107 15 Castlereagh Street 
Tel.: (3) 588- ten Sydney. NSW 2000 
Tel: (2) 2 38 8000 


Singapore Branch Hong Kong Branch in the Asia-Pacific. region in: 
50 Raffles Place New Wotid Tower Bangkok; Bombay. Colombo, 
Singapore 0104. 16-18 Queen's Road C. Jakarta, Karachi, Kuala Lumpur 
Tel: 2 24 46 77 Hong Kong Lahore, Macau, Manila, 

Tel: (5) 84304 00 Pusan. Seoul, Taipei 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 





Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 





You Could Gather It Yourself 








Small Investment . . . Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


=- 
Post this coupon today! 


| 

| Circulation Manager, 
| Review Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 
| Please enter my one year subscription (12 issues) for the 
| CHINA TRADE REPORT. | enclose a cheque/money orde: 
| of - made out to the Review Publishing Company 
Limited. Or, please charge my credit card (tick one): 
| American Express O Diners Club O 
| MasterCard O Visa O 
| (Please print in block letters) 
| Card No.: 

Exp. Date: 

| Signature: 

| Name: 

| Address: 

| 

| 

| 


Annual subscription rates: HK$2,575/US$330 


Sent airmail anywhere in the world. R1013CTR4N 





c lluW elt chh from 
Miami 
to Singapore... 













Ws — 4 Comfort can go along way in making a 
ES flight seem shorter. That's why our first dass 
passengers relax in luxurious sleeper seats, 
on all our widebody flights. 
So after you've enjoyed our superb in-flight 
service, stretch out and 
sleep.Allthewayfrom FIRST & 


Miami to Singapore. 


€» ROYAL JORDANIAN 4&9 /it) A= Ab 
Setting new standards. 








Now you can get a wealth of 
valuable information about Asia's | © 
exciting stockmarkets for only US$15.00@ 


Now for a limited time you can sample a single issue of Asian Markets Monitor for the low low 
price of US$15.00, including airmail postage and packaging. 

Asian Markets Monitor is usually available only by subscription. But because we are so confident 
that once you've read one issue and experienced for yourself why AMM is so highly regarded by 
individual and institutional investors alike that you will want to become a regular subscriber we 
are making it possible for you to receive a single value packed issue. Let's take a look at every- 
thing you'll get in each issue of AMM. 

Concise Cov of Asia's Stockmarkets 

Each weekly issue of AMM contains concise, comprehensive coverage and analysis of Asia's 
fast paced stockmarkets. The kind you need to help you assess your current portfolio and to plan 
your future moves. 

AMM Can Help Eliminate Uncertainty 

While AMM can't guarantee you success and profit, it can help you to eliminate some of the un- 
certainty you might otherwise experience. In short, you will be better prepared by being better 
informed to make investment decisions now and in the future. It is always recommended how- 






































: A Heritage Second To None 
Each issue of AMM AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of Review Pub- 
contains... lishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recog- 
© Highlights of market nized authority on the regions’ political, economic and financial affairs. Our Company's consider- 
Highlig trends able experience goes into making AMM an authoritative source of market information. : 
€ Detailed market 
commentary A Wise Investment 
: € Objective reports on With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good 
sectoral t restaurant, AMM could well prove to be the least expensive investment you make this year. It 
TOM reasons behind might also prove to be the one of the wisest. Read what this report has to say before you make ` 
ante your next investment decision. 
€ Highlights of the results of 
Scan ad | Unqualified Money Back Guarantee 
medium companies If for any reason after you've received AMM you wish to cancel your order you may do so at any 
° Hirt e time and receive a full refund of the unused portion of your payment. 
more Don't Delay .. . Order Now 





Order now while you're thinking about it and begin receiving the kind of information you want and 
need about the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND 
KOREAN stockmarkets. 





SPECIAL 


























To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., i 
SAMPLE ISSUE GPO Box 160, Hong Kong. 
Ec Yes! Please enter my order to Asian Markets Monitor immediately so that I can begin to benefit i 
OFFER i from the investment intelligence | will receive each week. | prefer i 
" D tk — U$$15.00 

@ Although AMM is sold D. 26 issues — US$327.00/0198/HK$2,550 i 

only on subscription C1 52 issues — US$599.00/£363/HK$4,670 
now you can sample a É You may forward payment in equivalent local currency | 

A H ` © tendose. in payment thereof (cheque payable to Review Publishing Company Ltd) 
single issue by sending f Or, please charge my cred credit card (fick one): i 
US$15.00 along with the i canExpress £ DinersClub C) MasterCard L1 Visa i 
completed coupon. g Card No. ese ~ Exp. Date 8 
Discover for yourself just Name Sig. i 
how great the dividends i Address 

can be from being à [| Tel. J 
regular subscriber to B typeofBusiness L| 
AMM. Bow R1013AMM [| 


Review Publishing Co. Ltd. publisher of The Far Eastem Economic Review. 

















\PPOINTMENT 








CLASSIFIED ADVERTISEMENTS 














nstitute of East Asian Business & Finance, University 
>f Denver, seeks Program Manager to manage projects and prog- 
ams of the institute. Plan, develop and implement specific procedures 
> carry out objectives of the Institute. Specifically, teach courses and in- 
truct at seminars and symposia. Recruit. review, and evaluate appli- 
ants {or Institute programs; participate in curriculum planning and 
aculty selection; coordinate and develop symposia. 


Minimum requirements: PhD or PhD candidate in international rela- 
ions, education, economics, or business. Previous teaching experi- 
nce ‘required. Experience in international business relations, East 
isian countries, and systems learning technology highly desirable. 
?osition will remain open until filled. 


interested applicants please forward letter of application, curriculum 
itae, and three references to the following address no later than 
lovember 13, 1988: 


Search Committee ; 

Center for Management Development 
institute-of East Asian Business & Finance 
University of Denver 

2020 S. Race, Room 122 

Denver, CO 80208, U.S.A. 

.ATT: Arlene Thomas 














VERSEAS POSITIONS 


ndreds of. top paying positions aval 
@ now; Tàx-free incomes. Many atirac- 
> benefits: Opportunities forall cécupa: 1 
3s; Skilled trades; professionals, mare 
ament. technical person etc 
"e details. RUE 
erseas Employment | Servio x Dept 
.PO Box 480. Town of Mount Royat, 
ebec, Canada Hae SCT o $ 


EDUCATION 











OFF-CAMPUS DEGREE 
PROGRAMS 


Individualized programs arranged by 
acknowledged faculty lead to American 
Bachelor's, Master's and Doctor's 
degrees in a wide range of subjects. 














Scone 





















For a catalog send USS8 to the 
international Administrative Center: 
Somerset University 
Sas. THE í 
IPLOMAT HOTEL | q c xn 
CHESHAM STREET E ONDE 
ONDON SW1X 8 DT 


TEL:01-235 1544 

LEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
‘ooms with private facilities, col- 
television, direct dial telephone, 
dryers, coffee and tea makers. 
ystantial breakfast served in 
rooms. 


Readers 
are 
recommended 


to make appropriate en- 
quiries and take appro- 
priate advice before send- 
ing any money, incurring 
any expense or entering 
into a binding commitment 





K IMMIGRATION 


‘ecialist professional firm 
3vides complete service 
“clients requiring UK im- 
gration. Free booklet on 
C immigration rules and 
3cedures available from: 


in relation to an adver- 
tisement. The Far Eastern 
Economic Review shall 
not be liable to any per- 
son for loss or damage 
incurred or suffered as a 


GARRICK ECO result of his/her accept- 
= 3 de Walden Court ing or offering to accept 
[M London WiM7RA an invitation contained in 

Tel: London 631 i - 
La any advertisement pub 
Telex: 8954102 lished in the Review. 











One of Australia's 
foremost thoroughbred 


ESTABLISHED 1912 


An outstanding investment opportunity 


* Located in the heart of Australia's premier breeding 
country. 12km East Scone - 3 hours from Sydney. 

* Top quality grazing country balanced with rich alluvial 
irrigated lucern flats. 

* Tourism potential with development of. recreational 
activities on adjacent Glenbawn Dam. 

* Diversification with cattle breeding, fattening, hay and 
feed crop production, 

* The substantial structural improvements and complete - 
Stud complexes, together with the taxation concessions =] 
afforded to the Bioodstock industry make Kia Ora an 
exceptional investment opportunity. 





Auction: 11 am Tuesday, 8/11/88 
12th Floor, Dalgety House, 38 Bridge Street, 
Sydney, Australia 
For more information contact the auctioneers: 


Daigety | SCONE 
SYDNEY . ; 
Peter Garry MAZU i Geoff Shaw 
(02) 238 2836 (065) 45 1670 
ACTIVISION OF BAIGETY FARMERS Livi ABE ( 5) 45 2260 


INCORPORATED ON VICTORIA. 





NEW YORK INVESTMENT 
Rare Commercial Townhouse 


Wide five-Story Building. Finest Manhattan Location 
between 5th and Madison Avenues, Zoned Commercial or 
Commercial/Residential. US$5-Million. 


For Information: 
Marie O’Connor (212) 877-1894 (Residence} 
Dorothy Langan (212) 534-3886 (Residence) 


CROSS & BROWN RESIDENTIALS, INC. 
(212) 472-9300 Telephone 
(212) 879-9272 FAX 


HAMPTONS 
COMING TO LONDON? 


We are one of London's leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 

6 Arlington Street, London SWIA 1RB 


01-493 8222 


Telex: 25341 Fax 01-491 3541 
























[LETTER FROM KUPANG . 











Timor. 


that constitute the 


Timor in late 1975. 


monly high for Indonesia. 


of Darwin. Kupang, though with 


he emergence of East Timor as an 

international issue after the mid- 
1970s kept the spotlight away from the 
western half of the island. Yet in many 
respects the development problems of 
the former Portuguese colony of East 
Timor are mirrored, if not magnified, in 
the neighbouring province of West 


Part of the sprawling group of islands 
rovince of East 
Nusa Tenggara (NTT), West Timor was 
largely neglected until the late 1970s. 
During the East Timor campaign, West 
Timor became an important staging 
area for the military. It was from here 
that Indonesian troops entered East 


As a result there is a good road be- 
tween Kupang, the capital of West 
Timor, and the border with East Timor. 
Even so, infrastructure elsewhere in the 
province is poorly developed, and the 
standard of living is one of the lowest in 
Indonesia. There are frequent reports 
of chronic hunger, and infant mortality, 
at 125 deaths per 1.000 births, is uncom- 


Until three years ago, outsiders re- 
quired special permission to visit the 
capital of West Timor, Kupang. Today, 
access to the province is unrestricted 
and there is a weekly flight from the 
Australian city of Darwin, just 435 km 
to the south. Some Darwinites are stay- 
ing over in Kupang, local residents say, 
but most fly on to other destinations, 
either in NTT, or to Bali and Lombok. 
Before 1975, East Timor was an attrac- 
tive weekend destination for the people 





lopment consultant in Kupang, “gov- 
ernment and foreign aid agencies do not 
sufficiently calculate the impact of the 
clan structure on development pro- 
gramme." One man who has is the dis- 
trict chief, or bupati, of Soe. 

Soe is the capital of South Central 
Timor. It is one of the poorest districts 
in West Timor, which places it almost at 
the bottom of the scale in national 
terms. Per capita income in Soe was Rps 
139,000 (US$81.50) in 1985, compared 
with the provincial average of Rps 
210,000. What Soe lacks in natural en- 
dowment, however, the local govern- 
ment is doing its best to make up for 
with a heavy dose of efficiency. 

The bupati of Soe, Piet Tallo, is 
notorious for his habit of rubbing mud 
into the faces of recalcitrant farmers. 
Operasi Cinta Tanah Air (Operation 
Love the Homeland) became the focal 
point of Tallo's drive to overcome in- 
grained conservative attitudes and im- 
prove agricultural performance in his 
district. "I had to teach these people 
somehow, because they are lazy," he 
said, while presiding over a village cere- 
mony to celebrate the arrival of a new 
chicken vaccine. 


qu is a man of seemingly ceaseless 
energies. His staff complain there is 
rarely time to have lunch, as he races 
from one village to the other at the head 
of a motorcade composed of exhausted 
officials and — in this case — breathless 
foreign visitors. He may stop suddenly 
at any moment, they say, to admonish a 
farmer for a poorly weeded field, or an 


MICHAEL VATIKIOTIS 





a bustling market area, a few 
Chinese restaurants but little else, 
shows few signs of becoming a 
tourist spot. 

The whole island of Timor suf- 
fers from two main problems. 
Water is scarce and more efficient 
dry-land agricultural techniques 
‘have to be developed in order to 
provide subsistence for a popula- 
tion growing at an estimated 2% 
per year. West Timor has a lower 
average rainfall of 1,500 mm per 
year but it is variable in occur- 
rence. Food shortages have been 
known to occur in areas where 
rainfall has been sparse, some- 
thing which an intensive program- 
me of small earth dam construc- 
tion is battling to overcome, but an 
insistence on encouraging wet-rice 
cultivation will do nothing to help. 

Secondly, the domination of so- 
ciety by a strictly hierarchical clan 
structure has proved an obstacle to 
change. As in East Timor, people 
in the western half defer to tradi- 
tional chiefs, whose sanction is 
vital to the acceptance of new 
P wd According to a foreign deve- 














l Market in East Timor: better prospects. fostering diversity. 






underfed cow. Beside him on these oc- 
casions stands an aide with a small tub 
of (clean) mud. 

Despite the bupati's somewhat unor- 
thodox approach to educating his farm- 
ers, villagers claimed that the mud- 
smearing operation was well deserved. 
"We agree that Operasi Cinta Tanah Air 
has helped stimulate development in 
our village," said the traditional chief osi 
Mnelanate. Grinning bashfully through 
betel-stained teeth, he added that the 
banning of home-made alcohol also hac 
a significant impact on productivity. 

Tallo's shock tactics in the pursuit o: 
development have made him something 
of a curiosity in the national press, bu 
have earned him admiration from some 
foreign development workers in Wes 
Timor. “He is a strong and dynami« 
leader who gets things done," said one 
High praise, indeed, and in a country 
which loves to berate its officials for in 
efficiency and a lack of imagination, the 
tireless bupati of Soe surely ranks as onc 
of the most innovative of his time. 

In many respects, East Timor is re 
garded by officials in Kupang as having 
better development prospects tham 
West Timor in the long term. Not onl* 
are environmental conditions les 
harsh, but administratively East Timo- 
benefits from having a high number os 
district seats — 13 in all for a total popuii 
lation of 648,000. West Timor only has 
four districts and a population of 1.: 
million. (Each district is entitled to it 
own development budget.) 

One advantage West Timor doe 
hold over its eastern neighbour, is the 
relatively high degree of local aum 
tonomy. The last two governors hav 
been prominent local figures who hav 
built up a bureaucracy dominated b 
people from the region. Former gover 
nor Eltari, in particular, is virtually re 
vered as a local hero. A 15-m-high statue 
of Eltari dominates the bupati’s office i 
Soe, for example. 

As in many other parts of Indonesia, 
sensitivity on the part of central goverr 
ment to issues of cultural and politica! 
identity has largely avoided stirring Ue 
centre-periphery conflicts. In Ea 
Timor the situation is improving: oni 
five of the 13 district chiefs are nc 
Timorese. Perhaps, as Governor Marre 
Viegas Carrascalao is fond of saying W 
East Timor, the key to stability there 
to swing away from enforcing unity t- 
— Michael Vatikiot 
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We are opening a new chapter in 
the history of Shanghai. 

Rising 43 storeys above China's 
largest city is Shanghai Hilton 
International. With eight restaurants 
and lounges, a modern health club, 
a well-equipped business centre, a 
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and, of course, the refined service you 
have come to expect from a Hilton 
International hotel. 

Now Shanghai has 43 everlasting 
stories to tell. 


For reservations call your travel 
agent, any Hilton International 
botel or Hilton Reservation Service. 


SHANGHAI 
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The guilty parties 


In GUEST TRAVELLER'S TALES, [22 
Sept.] James Pringle made reference to 
the Peace Park in Hiroshima and the 
selective view of history presented. His 
selective chauvinism is revealed when 
he implied that we (the Allies) are 
somehow above it all. 

We are not being selective when we 
parrot the party line that "the attack on 
Pearl Harbour started the war," imply- 
ing there was no provocation. We are 
not being selective by leaving out the 
fact that not only did the US use the oil 
weapon on the Japanese along with em- 
bargoing many other vital materials but, 
among other, things they froze all Ja- 
panese assets in the US. 

Considering that most of us would 
have somehow justified a US "defensive 
strike" at the oil producing countries as 
was threatened if they were to engage in 
a second oil boycott, we do not have 
much of an argument. 

It seems that upon visually confront- 
ing the needless suffering we caused, 
Pringle was struck with a tinge of the 
collective guilt notion that was propa- 
gated after World War II and need a 
rationalisation. Voila! The simplistic 
dualist justification. We were the good 
guys and they were the bad. It takes at 
least two parties to have a war and no 
one is guiltless. 

Toronto John Morti 


Perpetrating brutality 


Bertil Lintner in his series of REVIEW 
briefings on Burma [8 and 15 Sept.] 
rightly refers to Gen. Ne Win’s 26-year 
rule, now continued by his henchmen, 
as “basically nothing more than a crude, 
military dictatorship, alien to any previ- 
ous Burmese concepts.” It is so alien 
that it is somewhat like the Mafia in the 
US, with its godfathers and ruthless 
codes of behaviour. 

In fact, Ne Win and his cohorts refer 
to their alliance as that of the thwe- 
thauks (blended blood drinkers), in 
which adherents have sworn to a life- 
long allegiance. Some of the rank and 
file of the 180,000-strong forces are 
Mafia-type hit squads assigned, like the 
22nd Light Infantry Division, to gun 
down any indicated target, such as 3,000 
and more unarmed civilians. 

They are murderers, kept loyal by 
rewards of privileges. The armed forces 
will not surrender its position easily 
and, therefore, the Burma Socialist Pro- 
gramme Party will continue its brutal, 
oppressive rule. 

Canberra U Kin Oung 


The military regime in Burma is de- 
stroying the image of the armed forces 
(army, navy and air forces) as unarmed 
and innocent people are being killed to 
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A RESORT HOTEL. 





You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis` 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

*Facilities may vary by location 


WE’LL EVEN KEEP YOUR COMPTROLLER HAPPY. 















Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner’s Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there’s no place 
like Oakwood. 
Oakwood Corporate Apartments. 
Aplace to call home for 30 days or more. 
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Corporate Apartments 


2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 
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keep Ne Win and Saw Maung in power. 
Army generals scared of retribution or- 
dered troops to shoot demonstrators, 
mostly monks and students, thereby 
subverting the traditional role of 
the armed forces in Burma, which is to 
allow people to live in peace and har- 
mony. 

Adelaide Tin Maung 
Retired army colonel 


Burma today is an unprecedented 
example of how a normally complacent 
people can react to decades of arbitrary, 
totalitarian control. 

The social traditions of Burma are 
such that people in the neighbourhood 
or village cannot and will not remain in- 
different to an unjustified beating 
within a family. An abuse of a minor or 
a woman by a bully, even within the 
same family, is an invitation for the 
neighbours to intervene. 

In this family of nations, the interna- 


| tional community can no longer remain 


indifferent to the Burmese internecine 
fratricide committed solely to protect 
the interests of a dictator. The courage 
of unarmed citizens notwithstanding, it 
is most sorrowful indeed that the junior 
officers in the Burmese army can look 
upon themselves as heroic patriots, in- 
stead of shameless cowards, in opt- 
ing to shoot at unarmed demonstra- 
tors. 

I now refer to Dr Josef Silverstein's 
article on Burma in the REVIEW where 
he pointed out how according to inter- 
national law the then situation in Burma 
could be viewed as one warranting in- 
tervention by outside powers. 

The justification for outside powers 
providing arms to help the people liber- 
ate themselves is now greater than ever. 
Jakarta 'Burmese' 


Invasion nausea 


Michael Malik's GUEST TRAVELLER'S 
TALES [25 Aug.] apropos the Japanese 
invasion of Sydney Harbour by three 
midget submarines in 1942 caused me 
intense nausea. Has Australia (exempt- 
ing honourably the Returned Services 
League) gone completely mad? Doesn't 
the present Australian Government 
realise that the majority of its support- 
ers’ parents were hell bent on destroy- 
ing Japan only 43 years ago? And now, 
serious talks of laudatory plaques and 
. what next? Probably 
Bill Hayden would be a better bet for 
the embassy in Tokyo. 


Buenos Aires Reginald Stuart 


Dubious confession 


In Regaining the initiative [22 Sept.], 
your correspondents write about the 
latest strategies of the Armed Forces of 
the Philippines (AFP), using informa- 
tion from an “as yet unpublished AFP 
study." 

The confidential dossier from AFP 
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was based on the “confession” of an “al- 
leged cadre" after his arrest in late June. 
A confession that your report says was 
later “repudiated.” 

Nowhere is it mentioned that Noel 
Villalba, the person arrested, was 
heavily tortured. Villalba was “water- 
cured” for the eight hours and 
threatened with death. Interestingly, 
that so-called confession was not used 
by the military in their charges against 
Villalba. 

Confessions extracted through tor- 
ture should not be treated as fact. 
Hamburg Christina Kayales 


Suffer the children 


Recently I was approached by the 
principal of my son's kindergarten in 
Selangor and told that my son had 
made some negative comments on our 
prime minister, Datuk Seri Mahathir 
Mohamad. 

The principal feared that such com- 
ments might possibly leak out of the 
school and that the teachers might have 
problems with the authorities. At first I 
responded with laughter. But, out of re- 
spect for the principal, I told her not to 
worry and that I would advise my son to 
refrain from uncomplimentary remarks 
about the prime minister. 

However, on deeper reflection I 
realised that the principal was quite 
right to be concerned. My son's nega- 
tive comments on Mahathir in whatever 
context were probably just a recital of 
criticisms made by me at home. 

Given the political situation in this 
country, and the treatment of those who 
oppose the national leadership, school 
authorities are right to be deeply con- 
cerned about such matters. 

Ordinarily, comments and state- 
ments by small children should not be 
taken seriously, but then, the political 
situation today is not ordinary. 
Selangor 'Samy' 


Clear view 


Your correspondent John McBeth did a 
great service to your readers and to the 
citizens of South Korea in his article 
Radicals: seen through a screen darkly 
[FOCUS, 8 Sept.]. 

Yes, there have been problems in 
this country and no, they have not all 
been solved yet. But for too long they 
have been exaggerated, misrepresented 
and perhaps inflamed by an overzealous 
media corps. Finally, a balanced ac- 
count of the realities has been pub- 
lished. 

Perhaps others will take McBeth's 
lead and put right some of the wrong im- 
pressions they have propagated. 

Seoul K. R. Bushell 










Pseudonyms are accepted, but letters in- 
tended for publication in these columns must 
bear the writer's signature and address. 
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At Holiday Inn, our planning for your meeting is meticulous. 
Our experience in this field means that when you arrange a meeting 
at any of our hotels you'll have our fullest attention, so nothing will 
go wrong. 

We know how important your meetings are, so we give you 
our *'No Excuses" Meeting Guarantee. In the unlikely event 
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Tableau 1. Mondriaan, 1921, Museum Ludwig, Cologne. 
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In banking, 
as in art, a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondriaan spent 
more than 20 years refining a style of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, active in financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 
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T Philippines' population seems set to soar from an es- 
timated 60 million to 100 million in 30 years or less on 
present trends, at a rate outstripping likely economic gains 
and forcing the country into further mass poverty. Yet Pre- 
sident Aquino's government, which came to power with 
crucial backing from the Roman Catholic church, has effec- 
|| tively abandoned previous government efforts to limit 
|, births. Overall fertility rates may actually have risen after 
falling in the early 1970s. The REviEw's Manila bureau chief 
James Clad surveys the fierce debate building about state 
promotion of birth control and the church's insistence on 
‘natural’ methods. Page 24. Cover photograph by Maria Garcia-Farr. 
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munity alliance by electing a group of | nomic power in a bid to cool China's 
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Indonesia nears solution 

on Muslim education issue 
The long-running dispute over 
the wording of Indonesia's 
proposed new education law 
appears to be nearing solution. 
The Muslim establishment had 
objected to the lack of clarity in 
the proposed law over the role 
of religious instruction. Educa- 
tion and Culture Minister Fuad 
Hassan has now made it clear 
that the government will 
specify the role of religious 
education, which is seen as a 
move to diffuse criticism of the 
draft law. — Michael Vatikiotis 


Plea-bargaining deal 

for Marcos reported 

A US State Department legal 
adviser has suggested that fed- 
eral prosecutors allow ousted 
Philippine president Ferdinand 
Marcos to plea-bargain to 
avoid going to jail, according to 
the Los Angeles Times news- 
paper. The report said the deal 
— which would involve Marcos 
returning millions of dollars 
embezzled from his country — 
was being struck out of concern 
that if Marcos was indicted he 
“might seek to embarrass” the 
US. — Nayan Chanda 


Singapore lifts 
magazine’s sales 
The Singapore Government 
has raised its limit on the Singa- 
pore circulation of the Hong- 
kong-based magazine Asiaweek 
owned by Time Inc. from 500 to 
5,000 copies a week as from 15 
October, just over half the 
magazine's sales before a re- 
striction order was placed on 7 
October last year. The Ministry 
of Information and Communi- 
cation said the decision fol- 
lowed an assurance given by 
Asiaweek editor-in-chief 
Michael O'Neill at a 4 June 
meeting with its information di- 
rector (and Prime Minister Lee 
Kuan Yew's press officer) 
James Fu that he would not 
allow the "personal views or 
value judgments" of his corres- 
pondents to colour reports. 

— Hamish McDonald 


Tamil militants refuse 

to contest elections 

The dominant guerilla group. 
the Liberation Tigers of Tamil 
_Eelam (LTTE) and the long- 
established. moderate Tamil 
United Liberation Front 
(TULF) have refused to con- 
poem next month's provincial 








council elections for the newly 
merged North-Eastern Pro- 
vince in Sri Lanka, depriving 
the council of credibility. The 
LTTE is continuing its armed 


separatist struggle. The TULF | 


said that with the LTTE keep- 
ing out, it was not possible for 
an unarmed non-violent party 
like itself to run. Nominations 
closed on 10 October. 

— Manik de Silva 


Miyazawa denies buying 
Recruit Cosmos stock 
Japanese Finance Minister 
Kiichi Miyazawa has denied an 
allegation by the Japan Com- 
munist Party and Japan 
Socialist Party which claimed 
that he bought stock in Recruit 
Cosmos, the company at the 
centre of a profiteering scan- 
dal. Miyazawa was said to have 
bought 10,000 shares in the 
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Miyazawa: profiteering allegation. 


company in September 1986 
before it was listed on the 
Tokyo over-the-counter mar- 
ket. Miyazawa said his secret- 
ary, Tsuneo Hattori, had al- 
lowed a third party to use his 
name in a stock transaction. 
Hattori resigned early in Oc- 
tober after admitting he had 
personally bought Recruit Cos- 
mos shares. — Charles Smith 


Taiwan president tries 

to calm investors 

Taiwan President Lee Teng- 
hui, in his 10 October national 
day speech, called on people to 
respect the rule of law and 
maintain social discipline, as 
hundreds of disgruntled invest- 
ors continued to demonstrate 
against the reactivation of capi- 
tal gains tax on stockmarket 
transactions. The speech fo- 
cused on equitable distribution 
of wealth as a hallmark of the 
"Taiwan experience" which he 
said overshadowed China's 
economic underdevelopment. 
Lee also reiterated his commit- 
ment to furthering political re- 
form. — Shim Jae Hoon 


| 
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Former Nomura employee 
charged with swindling 

A former section chief of 
Japan's Nomura Securities and 
an associate have been charged 
with swindling investors. 
Hidenobu Kashiwagi of Nom- 
ura and Masahiko Dobashi, 
who had his own investment 
firm, are alleged to have de- 
frauded a real-estate company 
of Y300 million (US$2.3 mil- 
lion) in February 1987 by 
promising large profits if it in- 
vested in shares said to have 
been backed by leading politi- 
cians. Kashiwagi was dismissed 
in March this vear after an in- 
ternal investigation by Nom- 
ura. — Nigel Holloway 


Shipbuilder quits talks on 
Vietnam joint venture 
Finnish shipbuilder Waertsilae 
has abandoned negotiations to 
set up a joint venture in Viet- 
nam, tarnishing Hanoi's efforts 
to promote investment since a 
new foreign-investment law 
was promulgated in late 1987. 
Waertsilae was a consultant on 
a Fm 250 million (US$56. 1 mil- 
lion) Finnish aid project to 
build the Pha Rung shipyard 
near Haiphong. Finnish 
sources said Waertsilae quit 
the talks because of Vietnam's 
chaotic economy and compli- 
cated investment regulations. 
— Murray Hiebert 


MMC Gas wins large 

gas pipeline contract 

A 55%-owned subsidiary of 
Malavsia Mining Corp. 
(MMC) has won the contract 
for the engineering, procure- 
ment and construction of the 
MSI.3 billion (US$453.3 mil- 
lion) gas pipeline linking 
Malaysia s Trengganu gas 
fields to Kuala Lumpur and 
Singapore. — Nick Seaward 


PNG might force out 
Australian goldminer 

The Papua New Guinea (PNG) 
Government said it would 
force Australia’s Renison 








CORRECTION 


It is expected that 350,000 oz of 
gold will be extracted from cop- 
per produced each year by the 
Ok Tedi mine, not 3,500 oz as 
stated in Moving the mountain 
(Review, 28 July). Total mate- 
rial to be mined each year is ex- 
pected to be 50 million tonnes, 





not 22 million as reported. 
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Goldfields Consolidated to sell 
its holdings in PNG if the South 
African-controlled Minerals 
and Resources Corp. 
(Minorco) succeeds in buying 
Consolidated Gold Fields 
(Cons Gold). Renison, 49% 
owned by Cons Gold, has a 
33% stake in the Porgera gold 
project in the Highlands and 
owns the Wau-Bulolo 
goldfields. PNG laws and inter- 
national obligations prohibit 
relations with South Africa's 
apartheid regime, Prime 
Minister Rabbie Namaliu said. 

— ACorrespondent 


Ariadne becomes biggest 

Australian corporate loser 

One of the worst-hit victims of 
the 1987 crash, the Australian- 
based Ariadne group, on 6 Oc- 
tober announced a A$640 mil- 
lion (US$512.8 million) loss for 
the year — the worst figures 
ever returned by an Austra- 
lian-listed company. Chairman 
Barry Capp. who replaced 
founder Bruce Judge, said debt 
would be less than A$400 mil- 
lion by December, compared 
with A$1.3 billion in Novem- 
ber 1987. — Michael Malik 


Hongkong may bid for 
1997 World Expo 


Hongkong's Legislative Coun- 
cil (Legco) is to consider 
whether the territory should 
host a World Exposition in 
1997 to mark the territory's re- 
turn to Chinese sovereignty. A 
study sponsored by Legco 
member Stephen Cheong 
showed that a six-month Expo 
could generate HK$4.4 billion 
(US$564.1 million) and 25,000 
jobs, and attract more than 11 
million local and overseas vis- 
itors. However, the British ad- 
ministration has deep reserva- 
tions about such a project dur- 
ing the transition. — Emily Lau 


Taiwan Iron director 
accused of insider trading 
Taiwan’s Securities and Ex- 
change Commission on 7 Oc- 
tober charged the former chair- 
man of Taiwan Iron Manufac- 
turing Corp., C. H. Chen, with 
trading on insider information. 
Chen, who is still a director, is 
the first to be charged under 
the revised securities law im- 
plemented in May. He is ac- 
cused of buying 400,000 shares 
of Taiwan Iron stock in March, 
before a  NTSI.7 billion 
(US$58.7 million) land sale the 
previous month had béen an- 
nounced. On news of the sale, 
shares gained NT$6 to NT$10. 
— Jonathan Moore 
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ALL ATSEA 

The Indonesian Government's brief 
closure of the strategic Lombok and 
Sunda straits twice at the end of 
September has mystified Jakarta- 
based diplomats. The government 
cited "live-firing" military exercises, 
but completely closing the straits for 
these reasons is highly irregular and 
contrary to the International Law of 
the Sea, which states that straits used 
for international shipping cannot be 
closed. Nearby countries have 
expressed concern over the precedent 
that could be set by Indonesia if the 
closure isnot protested against. Other 
diplomatic sources suggest the 
government was operating within the 
law but employed the wrong 
terminology: — 


ASSET BACKING 

Despite a strict Fiji Government limit 
of F$4 000 (US$2.700) on assets 
which can be taken-out of the country, 
imposed in the wake of last year's 


military coups, no fewer than 130 Fiji 


citizens have applied to settle in 
Australia as business migrants — a 
category requiring assets of 

A $500,000 (US$400,640), plus 


~ A$150.000 for settlement costs. 
Australian officials, who carefully 


vet these assets, have accepted 58 
of the applicants who must be 
putting up à total of at least AS37.7 
million. 


ELECTION OVERTURES 

The Sri Lankan Government has 
made informal contact with the 
Commonwealth secretariat in 
—London about possible international 
“monitoring of the December 





presidential election. Such a move 
would be aimed at pre-empting any 
post-poll allegations of unfairness. 
Some months ago. the opposition Sri 
Lanka Freedom Party sought 
international monitoring, but it has 
not been pressing the issue in recent 
weeks. However, a senior 
government minister said in 


| parliament recently that he favoured 
; international observers. 


TAKING THE RAP 

The president of 
Hyundai Corp.. the 
trading arm of 
South Korea's 
second-largest 
business group. 
quietly resigned at 
the end of 
September. Shin Chul Kyoo, who 
assumed the presidency only last 
November, resigned to take 
responsibility for a botched 
shipbuilding contract. The US$9 
million contract to build tugboats for 
an Indian customer resulted in an 
estimated loss of between US$4-7 
million for Hvundai. Shin, who 
served for more than 20 years at the 
Bank of Korea and the Korea 
Exchange Bank before joining 
Hyundai in 1977, was regarded as one 
of the most professional and 
financially astute of Hyundai's 
management, which remains heavily 
dominated by the family of founder 
Chung Ju Yung. 


INDEPENDENT INITIATIVE 

As well as domestic political 
considerations, a deciding factor for 
Indian Prime Minister Rajiv Gandhi's 


Hyundai's logo. 








December trip to Peking is the pace 
of Sino-Soviet rapprochement. In 
order not to appear to be following in 
the footsteps of Mikhail Gorbachov, 

leader of his principal ally, the Soviet 
Union, Gandhi has decided to 
schedule his own visit before à Sino-- 
Soviet summit which is widely 
projected for next year. This is al 
expected to give him astrongerh 
in China than if he followed the S 
leader. 


NEEDY PARENT 


The US legal problems of Bank of 
Credit Commerce Internationa 
(BCCI) could have ramifications in 
Hongkong. Although BCCI's 
Hongkong operation is separately 
incorporated and thus supervised by 
the local government, the 
Luxembourg parent and other 
affiliates at last balance date owed 
HK$1.5 billion (US$192.3 million) to 
the Hongkong subsidiary, whose 
shareholders funds were HK$676 
million. BCCI has one of its largest. 
branch networks in Hongkong...’ 


AID CRACKDOWN 
West Germany, Britain, Canada and < 
Australia have asked the UN to 
ensure that none of their aid to 
Cambodian refugees along the Thai- 
Cambodian border is allocated to 
camps controlled by the Khmer 
Rouge. The communist resistance 
faction has systematically denied 
access by outside observers to its ic 
camps and recently forcibly moved 
more than 20,000 people to locations 
inside Cambodia, leaving only- 
invalids and the elderly in some : 
camps. 






































BURMA 

Students staged a snap demonstration in 
Rangoon in defiance of a ban on public 
gatherings and issued a statement criticising 
the opposition parties for compromising 
with the military government (/0 Oct.). 
Hundreds of civil servants were arrested or 
sacked as the authorities consolidated power 
(11 Oct). 


CAMBODIA 

In a symbolic encounter designed to dem- 
onstrate US support for Prince Norodom 
Sihaouk's peace-making efforts. President 
Reagan received him at the White House. it 
was reported (77 Oct. ). 


CHINA 

Tibet's exiled spiritual leader the Dalai 
Lama said that he would not take part in any 
furture Tibetan government. A Defence 
Ministry official in Sichuan province was ex- 


pelled from the party for taking bribes from 
potential soldiers, the Liberation Daily said 
(11 Oct. ). 


FiJl 

Military leader Maj-Gen. Sitiveni 
Rabuka declined an invitation to meet Aus- 
tralian Foreign Minister Gareth Evans dur- 
ing his stopover in Fiji (70 Oct. ). 


INDIA 

Four former Sikh high priests stormed 
into the Golden Temple with about 200 
sword-wielding followers. Sikh separatist: 
shot dead a leader of the ruling Congres: 
party in Punjab. it was reported. The four 
major opposition groups met to launch a 
new, merged party to challenge Prime Minis- 
ter Rajiv Gandhi (// Oct.). 


PAKISTAN 


Pakistan border guards shot dead two 
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Bangladeshis trying to enter the country 
from India, it was reported (77 Oct.). 


PHILIPPINES 

Troops arrested four alleged rightist ex- 
tremists during a series of raids, it was re- 
ported (77 Oct. ). 


SOUTH KOREA 

Police overpowered student radicals who 
had occupied a former defence minister's of- 
fice (6 Ocr.). The government announced it 
was lifting a ban on trade with North Korea 
ind proposed talks aimed at forming a single 
economic community (7 Oct). 


SRI LANKA 

Suspected Tamil rebels massacred 47 
sleeping villagers in northern Sri Lanka (70 
Oct.). Sinhalese Marxists exploded two 
bombs in Colombo and attacked a police sta- | 
tion in the north, police said (77 Oct. ). 
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MALAYSIA 











King sacks two judges but reinstates three 


A divided judgment 


By Suhaini Aznam in Kuala Lumpur 


year of battling the country’s 

judiciary has ended on a divided 
note for the Malaysian executive: a tri- 
bunal of five Malaysian and Common- 
wealth judges, appointed by the king to 
look into charges of gross misbehaviour 
on the part of five suspended Supreme 
Court judges, has recommended that 
two be sacked — but unanimously exon- 
erated the other three. 

Acting on the recommendations, the 
king’s dismissal of justices Tan Sri Wan 
Suleiman Pawan Teh and Datuk 
George Seah, effective 7 October, 
raised to three the number of senior 





been declared acceptable by the tri- 
bunal. 


The tussle with the judiciary is a by- | 
product of troubled political times dur- | 


ing which Prime Minister Datuk Seri 
Mahathir Mohamad has publicly com- 


plained that judges were ignoring the in- | 


tent of parliamentary legislation and im- 
posing their own interpretations. The 
two sides locked horns when Salleh 
wrote to the king early this year in de- 
fence of the judiciary and the letter 
formed the initial basis for the charges 
which were to remove him from office. 
The suspension of the five arose out 


| of Salleh's challenge that the tribunal 
| set up to investigate the charges was not 
legally constituted. Instead of being in 
Kota Baru on 2 July for a scheduled sit- 
ting, Suleiman and Seah were in Kuala 
Lumpur to hear an appeal for an order 
temporarily stopping the tribunal from 
sending its recommendations on Salleh 
to the king while Salleh challenged its 
validity in the courts. (They granted the 
order, but Salleh lost his battle.) 
Suleiman, as presiding judge of the 
Kota Baru sitting, had not sought per- 
mission from the acting lord president, 
Chief Justice Tan Sri Abdul Hamid 
Omar, to absent himself 





judges removed from 
office in the past two F 
months — including the 
then lord president of 
the Supreme Court, Tun 
Mohamed Salleh Abas, on 
8 August. 

The removal of Su- 
leiman and Seah for ab- 
senting themselves from a 
scheduled Supreme Court 
sitting without permission 
has set a low criterion for 
dismissal for persons of 
high position — especially 
as the reason for their 
doing so, the emergency 
Supreme Court sitting they 
attended with the other 
three judges, also called 
without permission, has 








and also directed Seah to 
return to Kuala Lumpur. 
Seah should not have obey- 
ed him, said the second tri- 
bunal in a 140-page report. 

Even in this charge, the 
tribunal was divided. One 
member felt that Suleiman 
should not be sacked, and 
two recommended that 
Seah not be removed. The 
tribunal added that both 
should be given full pen- 
sions. 

The tribunal was un- 
animous, however, in ab- 
solving all five judges 
from charges of “gross 
misbehaviour” for conven- 
ing the emergency sitting 











Chinese checkers 


MCA trying to wrest vote-attracting concessions 


n an effort to dampen restlessness in 

the largest Chinese party within the 
ruling National Front coalition, Prime 
Minister Datuk Seri Mahathir 
Mohamad has said that pledges to the 
Chinese community will be kept. The 
Chinese, however, remain sceptical and 
both sides are contemplating the possi- 
bility of the party breaking away from 
the government. 

The sudden departure on 1 October 
of Malaysian Chinese 
(MCA) president and Transport Minis- 
ter Datuk Ling Liong Sik for six weeks 
of unpaid leave abroad brought into 
sharp focus the MCA's long-simmering 
unhappiness that, as he told one news- 
paper, various pledges had remained 
unfulfilled despite the original agree- 
ment of the National Front. 


Association | 





In a sense, the MCA is once again at 


a crossroads. On top of having been | 


seriously weakened in recent years by 
internal politicking and business scan- 
dals, the MCA’s efforts to regain credi- 
bility with the Chinese have been, its offi- 
cials claim, undermined by the steady 
refusal of Mahathir's party, the New 
Umno, or Umno (Baru), to concede or 
compromise on several key issues. 
Umno (Baru) is the dominant partner in 
the coalition. 

Chief among the MCA’s grouses is 
that it has been left out of the planning 
for the evolution of the New Economic 
Policy (NEP), an economic and social 
restructuring programme aimed at rais- 
ing the level of the economically back- 
ward bumiputra, or native (and largely 
Malay) majority, and eliminating pov- 


| erty. The NEP expires in 1990, and 
| Chinese fear an extension of quotas 
favouring bumiputras could squeeze their 
educational and business prospects. 

| Ling told The Star newspaper before 
| leaving that the MCA’s review of its 
performance had become “an increas- 
ingly frustrating and painful process" 
because of the unfulfilled pledges, 
which also include funding for Chinese 
new villages and tackling Chinese edu- 
cation issues. He added pointedly: *The 
present level of cooperation in the Na- 
tional Front in many areas leaves much 
to be desired." 


ibus we have problems among 
ourselves," | said X Mahathir. 
"Where is there an organisation of va- 
rious communities without problems? 
But we can solve ours." As for the 
pledges. "it is not a question of not 
keeping them, it's a question of timing. 
So we will look into it." 





But Ling's departure has begun 
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without Hamid's permission. Since 
the two related charges against jus- 
tices Tan Sri Eusoffe Abdoolcader, 
Tan Sri Wan Hamzah Mohamed Salleh 
and Tan Sri Mohamed Azmi Kamarud- 
din basically hinged on that single 
complaint, all three, who had been 


suspended since 6 July, were reinstat- | 


ed. 


The tribunal also threw out claims by | 


the attorney-general that the five had 
conspired prior to the emergency hear- 
ing to issue the 2 July restraining order. 
When the judges had met just before 
and after Salleh had been suspended 
from office on 31 May, many others 
apart from the five were present, so that 
any improper agreement was “most im- 
probable," read the tribunal report. “At 
most, those meetings are evidence of 
sympathy and concern for [Tun] Salleh 
— by no means improper and shared by 
other judges." 


erhaps a major reason for the dif- 

ference between the first tribunal's 
unanimous dismissal of Salleh and the 
split of the second, was that while Salleh 
had stayed away from his hearing while 
he challenged the tribunal's legal valid- 
ity, the five judges defended them- 
selves, aided by 11 lawyers. 

The strongest reaction to the two 
latest sackings has come from the 
Malaysian Bar Council. On 9 October, 
it disagreed with the tribunal's basis 
for the sackings and urged that Hamid 
resign as acting lord president, as chief 
justice and as Supreme Court judge for 

| contravening what it said was a basic 
principle in law. 

Suleiman could not have sought 
Hamid's permission as Hamid was 
chairman of the tribunal investigating 
Salleh and therefore a respondent and 
an interested party as the subject of Sal- 
leh's court action was the appointment 


E ———— —————'' ic e o a 


speculation, denied by his deputy, that 
he plans to resign on his return, and 
once again there is talk that the MCA 
may withdraw from the National Front. 
Observers believe that the MCA is tak- 
ing the opportunity of divisions between 
the Malays over Mahathir's leadership 
to press home its demands. The party 
realises that if it goes into another elec- 
tion with some of the previous election 
pledges unmet, it would be wiped out, 
admitted an MCA member. 

Mahathir's estranged former deputy 
Datuk Musa Hitam claims this is not a re- 
mote threat. Speaking in Hongkong on 
12 October, he said Ling had acted be- 
cause of proposals by Mahathir to hold a 
snap election before the present king 
steps down in February. Musa also raised 
the possibility of emergency rule being 
applied should Mahathir's position wor- 
sen — a contingency in which the sym- 
pathy of the king might be important. 

The prospect of the staid, moderate 
MCA quitting its life-long political part- 
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and composition of the tribunal, the bar 
council said. It added that the tribunal’s 
conclusion that consulting Hamid 
would have given Suleiman a valid ex- 
cuse for his absence, “defies accepted 
norms that a litigant should not be con- 
sulted about any matter relating to his 
own case.” 

The bar council also said that 
Hamid, who initiated the suspension of 
the five, helped name the members to 
the tribunal which would investigate 
them which contravened the principle 
that a litigant should not name his own 
judges. 

There were discrepancies between 





| king for the suspension of the five and 
| testimony before the tribunal, the bar 
| council added. Hamid had said he had 
| had no knowledge of the 2 July sitting. 
The then chief registrar, Haidar Mo- 
hamed Noor, who has since been ap- 
| pointed a High Court judge, told the tri- 
| bunal, however, that from early on the 
morning of 2 July Hamid had told him 
only to act on his (Hamid’s) directions 
| and that court staff had been told not to 
make the courtroom available to the 
five judges and to keep the Supreme 
Court seal locked away. 

Hamid's actions showed that he had 
taken "active steps to obstruct the due 
process of law," noted the bar council. 
In the circumstances, his "continued 
| presence as a member of the bench is 
unhealthy and seriously compromises 
the integrity of the judiciary," it con- 
cluded. Hamid's only reported reply so 
far is that lawyers who have no confi- 
dence in him should not appear before 
him in court. 

Despite the reinstatement of three of 
the judges, lawyers feel that the tradi- 
tionally independent, but conservative, 
judiciary has been intimidated enough 
by Salleh's sacking. 


ner seems distant, however. Nor does 
the MCA seem to have much to offer 
Mahathir’s rivals in the old Umno 
splinter faction. Former cabinet minis- 
ter Datuk Shahrir Samad's landslide 
victory as an independent in the 25 
August Johor Baru by-election has 
suggested that Mahathir’s rivals’ 
strength probably lies in urban, racially 
mixed seats rather than in traditional 
Malay areas, not just because of support 
from the opposition, Chinese-based 
Democratic Action Party, but because 
urban voters tend to respond better to 
issues rather than traditional voting. 
The rivals will be put to the test on 
20 October in the Malay-majority Parit 
Raja by-election for the Johor state as- 
sembly. The sacking of two more senior 
judges on 6 October will keep the issue 
of Mahathir's leadership in high profile, 
as will the fact that the National Front 
candidate is Mahathir's political secret- 
ary from the Ministry of Justice. 
— Suhaini Aznam 





Hamid's original representation to the | 








Ho: no illusions. 


MACAU 


A liberal 
helping 


Voters stun the establishment 
by electing three independents 


By Emily Lau in Macau 


O n 9 October, Macau voters weaken- 
ed the hold Peking and the business 
community have on the Portuguese en- 
clave's politics by electing independent 
liberals to three of six directly elected 
seats on the Legislative Assembly. Pre- 
viously, only one of the six seats was 
held by a liberal, incumbent Alexandre 
Ho who won a seat in 1984 and retained 
it this time around. 

The voters' qualified rejection of the 
powerful "grand alliance" of pro-Pe- 
king and business interests plus those of 
the Macanese — people of mixed 
Chinese and Portuguese blood — came 
as a surprise in a territory known for its 
political apathy. 

The 17-member assembly passes 
laws proposed by Macau's administra- 
tion, makes regulations pertaining to 
civil-service grades and salaries, and ap- 
proves the government budget. Six 
members are directly elected, six indi- 
rectly elected and five are appointed by 
the governor — a Portuguese appointed 
by Lisbon. 

While there is no illusion that the 
election result will substantially alter 
the overall political balance, the result 
does mark a change in Macau's tradi- 
tional practice of power brokers mani- 
pulating elections in their favour. Some 
voters hope that the liberals will at least 
be able to influence policy on such social 
issues as education, housing and labour 
welfare. 

The Macau liberals’ victory also gave 
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a lift to the morale of Hongkong's pro- 
democracy lobby, which saw some of its 
key members ousted from the terri- 


torys lawmaking Legislative Council | 
(Legco) in September's indirect elec- | 


tions for 26 seats. In addition to Legco's 
indirectly elected members, there are 20 
members appointed by the governor 
and 10 civil-servant members. In 1991, 
10 members will be directly elected. 
Less than 30% of Macau's 67,492 re- 
gistered voters turned out to cast their 
ballots in the recent election — a big 


drop from the 56% who voted in 1984 | 


when universal franchise was first intro- 
duced. Political observers said the low 
turnout reflected the electorate's gen- 
eral disillusionment with the ineffective 
Legislative Assembly and also showed 
that the grand alliance had failed to 
organise grassroots support. Another 
reason for the low turnout was that the 
government did nothing to encourage 
voting. 

The liberal group, led by Ho, a direc- 
tor of the government tourism school, 


INDONESIA 





received 45% of the votes — the highest 
number cast. The other liberal winners 
were Taiwan-educated accountant 
Leong Kam-chun and chemist Wong 
Cheong-nam, an immigrant from China 
who has lived in Macau for eight years. 
The remaining three directly elected 
seats were won by the grand alliance, to- 


| gether polling 34% of the vote. The 


group was headed by lawyer and former | 


Legislative Assembly chairman Carlos 
d'Assumpcao, who is a Macanese. The 
other two grand alliance winners were 
Lou Kwong-po, a dentist and residents’ 
group leader, and Leonel Alves, a 
Macanese lawyer and incumbent legis- 
lator. Three other groups also took part 
in the election. 

The liberals’ victory alarmed the 
pro-Peking and business communities. 
Officials of China's Xinhua news- 
agency, Peking's representative in 
Macau, and leaders of Macau's Chinese 
General Chamber of Commerce met to 
analyse how things had slipped out of 
their control. D'Assumpcao was said to 


Brother and sultan 


Millions mourn a hero who helped found the republic 


By Michael Vatikiotis in Jakarta 


i t has always been difficult to reconcile 
Sultan Hamengkubuwono IX's sub- 
stantial contribution to Indonesia as a 
nationalist with his role as a feudal 
monarch. Although the sultan, who on 
2 October died at the age 76 in Washing- 
ton after a heart attack, technically pre- 
sided over a traditional court society in 
Jogyakarta, his personal commitment 
to modern democratic values endeared 
him to the entire nation. 

On his death, one newspaper re- 
called how he was known, some- 
what paradoxically, as Bung Sultan, or 
"brother sultan." Close to a million 
people flocked to his state funeral in 
Jogyakarta on 8 October in a spectacle 
of public mourning and respect unseen 
in the country's recent history. Jakarta 
ordered seven days of national mourn- 
ing for the sultan, who had been defence 
minister from 1948-53 and vice-presi- 
dent between 1973 and 1978. 

Perhaps more than anything else, the 
sultan is remembered for his pivotal role 
in the formation of the new republic and 
its final liberation from Dutch colonial 
rule in 1949. Indonesians regard the sul- 
tan's immediate support for the infant 
republic, first declared independent in 
1945, and his stubborn opposition to the 
Dutch re-occupying forces after the Ja- 
panese surrender, as a crucial factor in 
securing liberation from the Dutch. In 
this respect, Indonesia has lost one of its 
national heroes. 

As a sultan, he was seen as a man 





who never abused his 
power and adhered to 
strict moral parameters 
in executing it — the 
mark of a “just prince" in 
Javanese cultural terms. 
It is believed by some, 
for instance, that he de- 
clined to stand for an- 
other term as vice-pre- 
sident in 1978 because he 
objected to the level of 
corruption in govern- 
ment. 

While the sultan was 
in every sense a national 
figure, it was the special 
region he governed in 
Jogyakarta — which has 





? 4 


be angry and humiliated by the defeat. 

The grand alliance supported 
Macanese candidates in the election be- 
cause the Macanese are not able to mus- 
ter enough support on their own. Pe- 
king has repeatedly said that it will pro- 
tect Macanese interests. 


pou: observers said the election 
result was in part a protest against 
what some viewed as interference in the 
electoral process by Governor Carlos 
Melancia. In September, Melancia told 
Portuguese journalists in Lisbon that 
the election involved complicated pre- 


| election negotiations with the Chinese 










7 2 wS e 
The sultan: democrat. 


community. For people of Portuguese 
descent to be directly elected, he said, 
there must be agreement between the 
Chinese and Portuguese communities. 
He also predicted that four Portuguese 
would be elected. 

A Macau Government official said it 
was foolish of the governor to have 
meddled in the election. The official 
said Melancia’s remark showed how out 


borne on an ornate, antique catafalque 
drawn by eight horses and tended by re- 
tainers in court livery, wended its way 
through the packed streets to the royal 
cemetery at Imogiri, 17 km away. 

True to the Javanese sense of mysti- 
cism, the city was full of rumours about 
supernatural acts said to have occurred 
on the death of the sul- 
tan. But beneath the 
myth and superstition 
there is the important 
issue of the succession. 
The sultan died before 
appointing a successor 
and he believed the 232- 
year-old line of sultans 
would end with him. 

This poses a problem 
for the central govern- 
ment, for under current 
legislation, the sultan is 
also governor of the 
special province of 
Jogyakarta. Without an 
appointed successor, the 
government now has the 
option of changing the 
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a city of 1 million and is 
considered the heartland of Javanese 
culture and society — where his loss will 
be most felt. When his coffin arrived in 
Jogyakarta, after lying in state for a day 
in Jakarta, thousands lined the streets as 
it was taken to the kraton, or palace. 

The same day, following a unique 
ceremony during which four of the sul- 
tan's sons were married beside his open 
coffin, the public ignored the rain and 
filled the large field in front of the kra- 
ton, awaiting their turn to file past his 
coffin and pay their last respects. 

At the 8 October state funeral, Presi- 
dent Suharto and members of the 
cabinet and the armed forces paid their 
last respects at the kraton and the coffin, 





- legislation and incor- 
porating Jogyakarta into the province 
of Central Java in which it is situated. 
However, though palace sources said 
it seemed unlikely that the sultan's 
eldest son, Prince Mangkubumi, would 
adopt the title of Hamengkubuwono X, 
as a member of the regional assem- 
bly he could technically be made 
governor. 

The people of Jogyakarta them- 
selves are ambivalent. They recognise 
that the kraton is an anachronism in 
their modern republic but at the same 
time are reluctant to lose the sultanate 
as an institution. The issue is unlikely to 
be resolved quickly, for haste and con- 
flict are not the Javanese way. fn] 
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of touch he was with Macau affairs be- 
cause even with Sino-Portuguese coop- 
eration; voters “would never have 
elected four Portuguese. 
‘No-one, including Ho, expected the 
liberals to win three seats. Ho said that 








, fepresents to his supporters 
the'only real channel they have to voice 
their concerns to the administration. 

The- journalist asserted that. Ho's 
supporters rejected the grand alliance 
because the welfare of Macau's workers 
was being ignored. One sore point is the 
import of labour from China, which had 
reduced wages and created many social 
problems.: Macau's pro-Peking trade 
unions have remained silent on the 










Despite the liberals’ victory, Ho and 
his allies remain a small minority in the 
assembly. The indirectly elected mem- 
bers are all pro-Peking and pro-busi- 









The weekly news magazine Tempo 
also was warned for publishing a letter 
in its 8 October issue from Oei Tjoe Tat, 
described by the government as a ban- 
ned leftist. 

Then, in his speech marking Armed 
Forces Day on 5 October, President 
Suharto laid unusual stress on the need 
to "study our past history." He de- 
scribed the coup attempt as a "bitter ex- 
perience that should be the last and 
never be repeated again." 

This apparent heightening of official 
vigilance, which began shortly after the 
re-election of Suharto in March, has 
taken on added dimensions in the past 
few weeks following the publication of a 
book by a former intelligence officer, 
Sugiarso Surojo, alleging that Sukarno 
was a Marxist (REVIEW, 6 Oct.). An 








ness. However, the victory appears to 
be already having an impact on the poli- 
tical system. Four indirectly elected as- 
sembly members announced they would 
open an office to enhance their links 
with the electorate in order to more ef- 
fectively represent their interests. 

Shortly before the election, mean- 
while, Magalhaes e Silva, Macau's sec- 
retary for administration and justice, 
announced that the Portuguese and 
Macau governments had set up a work- 
ing group to study the future integration 
of Macau civil servants into the Por- 
tuguese civil service after 1999, when 
the enclave reverts to Chinese 
sovereignty. The secretary said it is a 
tradition to provide an opportunity for 
Portuguese nationals working in Over- 
seas administrations to be integrated 
into the civil service at home when there 
is a transfer of power. 

There are 7,000 civil servants in 
Macau, of which 4,700 are Portuguese 
nationals. These include Portuguese, 
Macanese and ethnic Chinese. oO 


opinion poll of 918 people in Tempo, re- 
vealed that only 2% believed Sukarno 
was behind the coup attempt while 72% 


| believed he was not a communist. 


Sources said the poll has not been 
well received in official circles. But it 
seems unlikely that an opinion poll of 
this kind is a true measure of how In- 
donesian people regard the Sukarno 
issue. “So many of those who were in- 
terviewed were too young to under- 
stand what was happening at the time.” 
said a senior journalist on Tempo’s staff, 
who was surprised that not even 
Sukarno's blunders with the economy 
registered a negative rating. 


H this leaves observers wondering 
why these issues should be raised so 
long after the events themselves took 
place. In one sense, apart from the in- 
tense politicking said to be behind the 
vigorous anti-communist campaign of 
the past few months, fear of a com- 
munist comeback is easily revived. The 
sensitivity of the armed forces and the 
Muslim establishment, as well as the 
present government, to the communist 
threat should not be underestimated. 
Recent statements by senior military 
officers have all focused on the threat 
from within which they fear will stem 
from social unrest and the activities of 
"subversive" elements. There is a vague- 
ly defined constituency that believes 
that former PKI elements have been or- 
ganising themselves abroad and are pre- 
paring, or have begun, to return. With 
Indonesians tending to believe in the 
cyclical nature of history, comparisons 
have been drawn between the period 





































Melancia: protest vote. 


and the 1965 affair, and the period 
since 1965, 

If this is so, it could possibly explai 
why the press seems to be full of offi 
warnings on the need to be vigilant; and 


why sections of the bureaucracy and the. 


press have apparently come under 
scrutiny for what are delicately referred 
to as indikasi. or indications, of com- 
munist sympathies. 

Information Minister Harmoko said 
his ministry would investigate newspap- 


ers which had been infiltrated by former 


communist members, a move that curi- 


ously coincided with the sacking of 37 : 


Information Ministry employees, ac- 
cused of being former communist sym- 
pathisers at the time of the 1965 coupat- 
tempt. Minister of Public Works Radi- 
nal Mochtar announced that his minis- 
try was investigating 744 employees for 
the same reason. 

Throughout the weeks that these is- 
sues have been debated Suharto has re- 
mained silent — except for the 5 Oc- 
tober speech. All the same, observers 
have yet to be convinced of the extent to 
which the anti-communist campaign is 
sourced to the leadership. Neither does 
there seem to be a clear consensus 
among the establishment about the 
necessity for a purge of suspected com- 
munists. In a recent newspaper article, 
Sarwo Edhie Wibowo, the former com- 
mander of the crack troops who were 
sent to suppress the 1965 coup attempt, 
suggested the publication of the Surojo 
book had jeopardised internal security. 

It is more likely that in the absence of 
any intervention from above, the cam- 
paign has developed a momentum of its 
own, irrespective of its origins and thus 
seems likely to continue. 

— Michael Vatikiotis 


that elapsed from the 1948 Madiun: 
communist uprising in Central Java 
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THAILAND 


Chatichai's first test 


By Paisal Sricharatchanya in Bangkok 


proposed no-confidence debate 

aimed at a junior minister is shaping 
up as the first test of unity for the two- 
month-old government of Prime Minis- | 
ter Chatichai Choonhavan. 

Nobody expects the issue to threaten 
the six-party coalition’s stability but the 
outcome of the debate, scheduled for 19 
October, could indicate the extent o 
current interparty rivalry an in- 
grained problem in Thai politics. 
would also serve as a pointer to the coal- 
ition's future well being. 

Deputy Interior Minister Santi 
Chaiviratana, a Social Action Party 
(SAP) MP from the northeastern pro- 
vince of Chaivaphum, was first accused 
of using government equipment and 
manpower to drill an artesian well at his 
north Bangkok residence. After it was 
established that the well was drilled out- 
side the boundaries of his property and 
was meant as an experimental commun- 
ity flood-prevention programme, the 
opposition altered its charge to one of 
impropriety. 

Despite the charge's triviality, it ap- 
parently provided enough ammunition 
for a restless opposition intent on driv- 
ing a wedge between the ruling coalition 
partners. “This is just a tactical move," 
conceded a senior opposition source. 





the SAP itself. The objective is to drive 
these cracks wider." In a show of sol- 


MPs. 

Sources said Santi has had enemies 
both inside and outside the SAP. At 
least one SAP faction is said to be dis- 
gruntled over not getting any cabinet 
posts and hence was keen to see Santi go 
so that its leader could replace him. The 
deputy minister also invited the wrath of 
an influential rival candidate from 
Chatichai’s Chart Thai Party during the 
July electoral contest in Chaiyaphum. 
So apart from being a test for the coali- 
tion's unity — Chart Thai and the SAP 
are the two dominant partners — the 
no-confidence voting could also test the 
SAP’s own cohesion. 

The debate's outcome will turn on 
how far coalition party leaders are pre- 

- pared to go to shore up unity. Govern- 
ment sources said the opposition has no 
case against Santi on the artesian well 
affair. A public statement by Chatichai 
in defence of Santi indicated that coali- 
tion members will back him in the de- 
bate. But there is concern that the oppo- 


d sition might raise other UE — in- 








cluding an allegation that Santi illegally 


Ho 


“We know there are cracks between the | 
government parties, as much as within | 


| 
| 
| 
















t | elite, senior police officers 
idarity, the no-confidence motion was | 
sponsored by 115 of the 123 opposition | 


The opposition accuses a junior minister of impropriety 


spent a huge sum of money in the Julv | 


election. 


Meanwhile, the fledgeling Chatichai | 
regime has become embroiled in a | 


number of other mini-controversies, 
The most damaging of these are allega- 
tions that the government is planning to 
offer for sale — at several million baht 
each — some 92 senatorial posts which 
will become vacant next year. No hard 
evidence has come to light, but the 


| charges gained some credence in politi- 


cal circles here because of Chart Thai's 
reputation as a party of vested interests. 

Chatichai has categorically denied 
the charges. Government sources said 
the allegations were leaked to the press 
by a senior aide of former 
prime minister Prem Tin- 
sulanond to discredit the 
current regime. The cul- 
prit was also accused of 
spreading a rumour that a 
portrait of King Bhumibol 
Adulyadej had been re- 
moved from the main 
cabinet conference room. 
Such an act, in this case 
proven groundless, would 
have been an affront to 
Thailand's royal fami- 
ly. 

Although the senate 
traditionally has been 
dominated by the military 


and civil servants, senato- 
rial posts have become in- 
creasingly sought after by 
prominent businessmen 
and bankers. Senators 
have political clout and are entitled to 
royal decorations. Unlike elected MPs, 
they are nominated by the prime minis- 
ter and appointed by the king. In addi- 
tion to providing a political support base 
for the prime minister, senators are re- 
sponsible for vetting legislation pro- 
posed by MPs. 


third. of the current 268 senators 
face mandatory retirement in April 
1989 after completing six-year terms. 
Given constitutional provisions that the 


senators must number no more than | 


75% of the 357-seat House of Represen- 
tatives, some cabinet ministers have 
suggested leaving the seats vacant in an 
effort to blunt the seats-for-sale allega- 
tions. However, Chatichai 
stood to favour filling the vacancies and 
using his own prerogative to name 
representatives from various profes- 
sional fields. 

While controversy in the previous 
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is under- | 






E Opposition said iasi front of his housing estate, seid he the 
ight it will file a no-con- 
ence 


d abuse of power for pumping feod water underground 








government surrounded Chart Thai sec-- 


retary-general Banharn Silapa-archa, 
then communications minister and now 
industry minister, the man in the spot- 
light today i is Interior Minister Pramarn 
Adireksarn Chatichai’s brother- 
in-law and the party's advisory chair- 
man. 

In early October, Pramarn allegedly 
interfered with his ministry's bureau- 
cracy, publicly engaging in a war of 
words with popular Bangkok Governor 
Chamlong Srimuang over the choice of 
a new city clerk, the highest-ranking 
civil servant in the city administration. 

In another conflict, with police 
Lieut-Gen. Boonchu Wangkanond, the 
newly appointed Central Investigation 
Bureau commissioner, Pramarn had 
tried unsuccessfully to block Boonchu's 
appointment on the grounds that he was 
being investigated by the government's 
Anti-C orruption Commission for mal- 
feasance. Boonchu, who owns a huge 
suburban mansion, came under investi- 
gation after becoming very wealthy dur- 


position 
targets 
Santi for 


move was te give Opposition MPs 
the chance io discuss the case in 4 
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The Bangkok Post report: unity test. 


ing his previous job as police crime-sup- 
pression commander. He has denied alle- 
gations that he pocketed some of the 
funds confiscated from celebrated chit- 
fund operator Mae Chamoy. 

In the country's July parliamentary 
elections, Boonchu supported a candi- 
date running against Pramarn. This and 
personal animosity between Boonchu 
and Col Prachak Sawangchitr, an ad- 
viser to Pramarn, are believed to be fac- 
tors in the dispute. 

The dispute could come back to 
haunt Pramarn. Boonchu, whose pow- 
erful position is a key stepping stone to 
the national police chief post, is one of a 
number of influential graduates from 
Class 5 of Chullachomklao Military 
Academy. Class 5 leader Gen. Suchinda 
Kraprayoon, who now serves as assis- 
tant army commander, is tipped 
as a future army commander — a 


post with enormous political influ- 


ence. 
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In the world of gold, UBS acts as a leader: with its own 
trading organization, stretching from New York to London 
to Zurich to Hong Kong - relying on its own refineries — 
pursuing an active financing policy — and, last but not 


least, featuring an AAA rating. Reassurance is golden. 
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It is one of the most important moments in the life of your business. 
You are about to commit to an information system. 

In return, you have the right to ask, “What kind of commitment is 
the company that makes the system going to make to my business?" 





At IBM, developing information systems is just a part of our job. 
It's our service, support and education that sets us apart. 

Our 4,200 Asia-Pacific customer service representatives are at the heart 
of the industry's largest and most automated service network. They're 
organised to respond quickly, and in some cases on-line diagnostics can 
help them solve a problem by remote control. 

Education is part of our commitment, too. In Asia-Pacific, IBM 
customer service representatives receive over 360,000 hours of training every 
year. But equally important is that our customers understand how their 
system can make their businesses run better. That's why we have strategic 
industry centres throughout Asia-Pacific and customer courses, ranging 
from the basics of programming to high-level executive seminars. 

Last year Asia-Pacific customers spent a quarter of a million days in 
these programmes. 

Service, support and education are just three of the ways we help 
you get results. You see, at IBM we feel that the moment your system is 
up and running is when our job really begins. 
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SOUTH KOREA 


Chun Doo Hwan's Gulag 


The Defence Ministry leaks documents on concentration camps 


By John McBeth in Seoul 


he standing of Seoul Olympic 

Organising Committee. (SLOOC) 
chairman Park Seh Jik may have taken a 
tumble at his hour of triumph following 
disclosures that he administered for a 
short time one of a string of military “re- 
education" and forced labour camps — 
established by then president Chun Doo 
Hwan in the early 1980s — where at 
least 50 people are said to have died. 

Park's name appeared on a list of 24 
prominent military figures in Defence 
Ministry documents made public in Sep- 
tember, two days before the Olympic 
Games closing ceremony. Among the 
others on the list are joint chiefs of staff 
chairman Gen. Choi Sae Chang, Vice- 
Defence Minister Shin Chi Koo, former 
army chief of staff and Chun loyalist 
Park Hee Do and South Korean Am- 
bassador to Taiwan Han Chol Soo. 

The documents acknowledge that 50 
people died in the camps, saying 13 suc- 
cumbed to "sudden external shock," 
with the rest victims of a variety of di- 
seases ranging from pneumonia to cir- 
rhosis. The documents say another 86 
people were injured, in- 





source — and a number of unpublicised | 


changes in several important defence 
posts over the past 
(REVIEW, 15 Sept.). 

RDP sources said the party had been 
in possession of the latest Defence 
Ministry revelations for some time but 
did not want to disclose them until after 
the successful conclusion of the two- 
week-long Olympic Games — a period 
during which all parties agreed on a po- 
litical truce. However, both the RDP 
and the PDP are unhappy over the 
paucity of material relating to what ac- 
tually happened at the camps. Party 
spokesmen claim the ministry shredded 
most of the records to hide the real 
causes of the deaths. 

Park, an urbane retired two-star gen- 
eral who enjoys a high profile and con- 
siderable prestige as architect of the 
Olympics, has been regarded as a possi- 
ble successor to President Roh Tae Woo 
and contender in the 1992 presidential 
election. Park is expected to remain 
head of SLOOC until it wraps up its af- 
fairs next year. Before his role in the 


few months | 





Chun moved to rehabilitate him by 
naming the former general to the post of 
deputy director of the Agency for Na- 
tional Security Planning (ANSP, for- 
merly the KCIA), a position he held for 
nearly three years. After a short term as 
minister of government administration, 
Park became head of SLOOC in 1985 
and, the following year, he served con- 
currently as minister of sports. 

According to widespread rumours, a 
rift has long existed between Park 
and ruling Democratic Justice Party 
secretary-general Park Jun Byung who, 
like Park Seh Jik, is a military academy 
classmate of Chun. Park Jun Byung's 
20th Division troops re-established 
order following the 1980 Kwangju upris- 
ing, and it was this same unit which Choi 
Sae Chang, 54, is reported to have com- 
manded several months later when he 
was put in charge of another of the Sam- 
chong camps. Choi moved from a 
unit which the opposition claims had a 
role in the Kwangju bloodshed. 

Other prominent figures linked to 
the re-education campaign are Chun's 
former security service chief and cur- 
rent aide Ahn Hyon Tae, Korean Coal 
Corp. president Ahn Pil Chun, Hankuk 
Fire Insurance Co. chairman Lee Sang 
Kyu and National Federation of Live- 
stock Industry Cooperatives president 
Kim Chun Pae. All except Ahn were di- 
visional commanders in 1980. 

The Defence Ministry documents 
say the programme ran 





cluding 79 who required 
hospital treatment. 

Opposition Peace and 
Democracy Party (PDP) 
leader Kim Dae Jung has 
compared the brutality of 
the camps to the bloody 
1980 Kwangju incident — 
one of a number of cases 
being investigated by a 
special national assembly 
panel looking into ir- 
regularities committed 
during Chun's seven years 
in power. "It is natural," 
Kim said, "that those in a 
osition of responsibility 
for the camps] should be 
punished." 

Although the Defence 
Ministry had been under 
pressure for months to ex- 





Simulation of the attack on journalist: ministry leak. ; 


from early August 1980 to 
24 January 1982 and in- 
volved more than 39,740 
people — about 10,000 of 
whom were rounded up in 
the first two weeks of 
the scheme. Opposition 
sources say they are unable 
to provide a breakdown on 
how many of that number 
were so-called hoodlums, 
gamblers, prostitutes, beg- 
gars and other social misfits 
and how many were de- 
tained for purely political 
reasons. 

The programme was di- 
vided into two parts. Some 
detainees were put through 
a so-called purification pro- 
cess while others were put 
to work in labour camps. 








plain the camps, known as 
the Samchong programme, it is curious 
that it volunteered information on the 
personalities involved — particularly 
when the national assembly panel is led 
by opposition Reunification Demo- 
cratic Party (RDP) lawmaker Lee Ki 
Taek. “It may be," a PDP member said, 
“that there is a power game going on in 
the military.” 

Observers noted the disclosures 
came after the sacking of two generals 
for a street attack on a South Korean 
journalist — the circumstances of which 
were apparently leaked by a ministry 
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Samchong programme became known, 
political sources were tipping Park for a 
cabinet post. 

A Class 12 graduate of the Korean 
Military Academy, Park, 55, was com- 
mander of the army's 3rd Division at the 
time the string of camps were estab- 
lished in August 1980, moving the next 
year to take over the Seoul-based Capi- 
tal Garrison Command. However, he 
was later forced to retire when he was 
accused of influence peddling. 

It is not known exactly why or how 
Park fell out of favour but, in 1982, 








Detainees of the second 
groupsay they were treatedlike animals. 

Over the past few months, several 
Korean-language newspapers have run 
series on the Samchong programme. 
Writing in the Donga Ilbo, the nation's 
largest daily, a former provincial jour- 
nalist said he was kept in a dark cell the 
size of a rice basket for two days without 
food because he complained about the 
violence of army instructors. The same 
reporter said he saw one inmate tied to 
the back of a jeep and dragged four 
times around an army compound until 
he was dead. u 
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- [COVER STORY PHILIPPINES 


Swelling numbers threaten hopes of climb out of poverty 


Genesis of despair 


By James Clad in Manila 
FEN Foreign donors plan- 
ning a Philippine aid 
consortium are start- 
ing to ask themselves 
why they should give 
aid at all, given that 
every gain is likely to 
: be absorbed by a 
rapidly swelling population. Filipino 
numbers have grown from 19.million in 
1948 to about 60 million now; in fewer 
than 30 years the population could 
shoot past 100 million, putting immense 
demands on resources and additional 
pressure on the country's fragile politi- 
cal stability. 

The “population problem" is a sensi- 
tive issue in the Philippines, and a com- 
plex one, but President Corazon 
Aquino's government can no 
longer evade it. The connection 
between the country's breakneck 
population growth and mass pov- 
erty has become clearer in recent 
weeks, while lobbying for and 
against some kind of effective ac- 
tion has become more intense. 

The pessimistic projections in a 
confidential World Bank report 
on poverty (REVIEW, 18 Aug.) 
have landed forcefully on the 
bureaucrats' desks; the bank says 
"it is hard to overestimate" the 
need to reduce population 
growth. 

The debate is heating up. The 
Philippine Senate has endorsed a 
mild resolution on population, 
made acceptable to the Roman 
Catholic Church. The measure, 
which has no binding power on 
Aquino, urges improving family plan- 
ning services and cites "disturbing de- 
mographic trends." But the resolution, 
unlike the original draft filed, shied 
away from endorsing an “urgent and 
continuing need for rationalising popu- 
lation growth" and giving “all men and 
women of reproductive age access to 
[birth control] information and ser- 
vices." 

On 31 August, the Catholic Bishops 
Conference of the Philippines described 
programmes encouraging contracep- 
tion as "dehumanising and ethically ob- 
jectionable." Two days later, senate 
president Jovito Salonga addressed à 
UN-funded parliamentarians confer- 
ence on population matters. “The bibli- 
cal injuction to ‘go forth and multiply’ 
was perfect during the days of Adam 


| and Eve,” Salonga told the conference. 





“But no thinking individual would wan- 
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tonly multiply today beyond his 
means." Outside the meeting, "pro- 
life" groups handed out prayer sheets. 

Inside the government machinery, 
there is near-paralysis over the issue. A 
demoralised Population Commission 
(Popcom — previously called the Com- 
mission on Population), starved of 
funds, has become even more direction- 
less during the Aquino era. Last year, 
an ad hoc committee reviewing Pop- 
com's performance concluded that 15 
years of work had *yielded disappoint- 
ing results." The committee described 
Popcom's 10-year-old “outreach” pro- 
gramme as a "failure." 

The gathering debate occurs as data 
on crude birth rates show the reduced 
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rates achieved during the 1970s have not 
been maintained during this decade. 
From 1948-60, average annual growth 
may have reached 3.06%, dropping 
thereafter to 2.78% during 1970-75, and 
to 2.7% during 1975-80. Family plan- 
ning programmes accounted for much 
of this drop, helped by a tendency to 
marry at a slightly later age. 

There seems little doubt that the pro- 
gramme, mounted during the era of 
ousted president Ferdinand Marcos, 
was working, at least in its first years. 
“From relatively high levels in the 1950s 
and 1960s," Filipino  demographer 
Alejandro Herrin says, "fertility de- 
clined rapidly between 1970 and 1975... 
this coincided with the introduction of 
the government-sponsored family plan- 
ning programme.” 

But that fertility decline, however 
hesitant, may have slowed, or even 
stopped. Some specialists think popula- 
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tion growth surged again to about 
2.95% or more by the mid-1980s, 
though there is margin for statistical 
error. (UN data puts the present rate of 
annual increase at 2.48%.) Even if fer- 
tility has declined slightly, the drop is in- 
sufficient to slow the gathering momen- 
tum and fertility is still higher than in 
other Asian countries. 

Aquino and her government have 
dodged the population issue ever since 
coming to power, afraid to offend Roman 
Catholic and various “pro-life” groups. 
Most of these energetic lobbies oppose 
formal fertility-reduction targeting. 

Apart from passing mention in an 
economic planning document, the gov- 
ernment's only explicit population pol- 
icy statement, issued in May 1987, 
speaks of family-centred welfare 
but ignores fertility reduction 
(REVIEW, 11 June °87). Social 
Welfare Secretary Mita Pardo de 
Tavera, the minister responsible 
for family planning matters until 
August, delivered speeches de- 
scribing family-planning tech- 
nologies as leading “to the de- 
struction of conjugal values.” 

The growth in the country’s 
population is not seriously dis- 
puted. Herrin, a World Bank con- 
sultant, vividly describes a popu- 
lation increasing by 250% in the 
three decades after World War II. 
Some groups however, such as 
the Natural Family Planning Fed- 
eration, question the 58-60 mil- 
lion estimate for the current popu- 
lation; they claim aggregated 1987 
Roman Catholic Church parish rec- 
ords showed just 53.5 million. peo- 
ple. 


D cmography is the quintessential 
numbers game, and only the next 
census, in 1990, will provide the 
baseline numbers. (The last was in 
1980.) Even if the Philippine population 
is now increasing at “no more than” 
2.48% each year, it is well above the 
1.85% annual population growth in the 
rest of Asia. Even if replacement fertility 
— a birth-rate high enough to replace 
the reproducing parents and no more — 
is achieved by the year 2010, the 
population itself may only stabilise 
after another 65 years, at about 127 
million. 

The implications of these trends are 
disturbing, not least for environmental 
and poverty reasons. “Population pres- 
sure on land has brought about the im- 
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poverishment of a large part of the rural js 


sector," the World Bank report states. 

Already the Philippines has a farm- 
land settlement density of 640 persons/ 
km?, higher than Indonesia and nearly 
twice as high as Thailand. And there is 
no more land frontier into which surplus 
population can spill. Cities will grow 
even faster with even more squatters 
and urban poverty (REVIEW, 3 Sept. 
'87). The impact of landless migrants on 
the country's scant surviving tracts of 
forest cover (REVIEW, 25 Feb.) will be 
redoubled; already at least 15 million 
Filipinos live in upland areas, denuded 
areas that once were forested. 

"We can surely look forward to a 
larger population in the 21st century, ir- 
respective of fertility trends," Herrin 
notes. "The increases in the next two 15- 
year periods will in fact be larger in ab- 
solute numbers than the increase during 
the past 15 years." Popcom data show 
the number of married couples of repro- 
ductive age increasing by about one- 
quarter over the 10 years to 1993, from 
6.5 million in 1984 to 8.1 million in 1993. 

Former Popcom chairman Conrado 
Lorenzo says the die is cast: " The breed- 
ers are born." The implications of this 
for future job-seekers is also direct: in 
July demographer Ernesto Pernia said: 
"There is nothing that can be done to 
curtail this tremendous growth because 
most of the labour force entrants have 
already been born." 

Just to keep pace with current pro- 
jections of population growth to the 
year 2000, with no improvements in ma- 
terial welfare, the Philippines must in- 
crease food production by about 40%; 
expand the school system to absorb 
300,000 additional children each year, 
and find new work each year for 750,000 
job market entrants. 

The number of people seeking work 
will grow by almost 3% each year to the 
end of the century. During this time, 16 
million new job-seekers will join the 5 
million people now jobless. Perhaps no 
other statistic has a more direct implica- 
tion for future stability than this. u 


BETWEEN KNOWLEDGE 


AND PRACTICE 


Married couples of reproductive age 
not wanting additional children 


Married couples of 
reproductive age who 
know about family 
planning: 97% 


pr using all methods 
of family 
planning: 46% 


% using effective 
methods: 20% 


Source: Contraceptive Prevalence Survey, UPPI 1986. 
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The index of suffering 
vs the value of life 


Fo many development economists in 
the Philippines, the issue is not to try 
and stop the inevitable growth in popu- 
lation, but simply to slow its gathering 
momentum. They think investing in fer- 
tility reduction programmes will help 
achieve higher, and faster, rates of eco- 
nomic growth. 

Conventional wisdom says dramatic 
declines in family size (the third and last 
stage of the so-called “demographic 
transition") can follow, but never pre- 
cede, economic growth. That view is 
changing: a recent UN Fund for Popula- 
tion Activities (UNFPA) study of In- 
donesia, Japan, South Korea and Thai- 
land concluded that “the rapid pace of 
economic growth [in those countries] is, 
in part, a consequence of successful 
family planning efforts." 

Demographer Ernesto Pernia 
agrees: “A sound population policy can 
initiate demographic transition without 
waiting for sustained macro-economic 
growth.” And Rafael Salas, a Filipino 
and UNFPA executive director until his 
death in March 1987, said 
that “lower fertility — 
and higher life expec- 
tancy — are strongly as- 
sociated with higher per 
capita income.” 

Some pressure groups 
bluntly equate misery 
with galloping birth rates. 
The Population Crisis 
Committee in Washing- 
ton, is one of these; its 
“human suffering index” 
combines 10 different 
welfare indices including 
literacy, potable water, 
calorie intake, infant 
mortality and the like. 
“The correlation between 
rapid population growth 
and human suffering is 
consistent . . . countries 
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with high population growth are as- 
sociated with high suffering ratings," 
the committee claims. 

"Pro-life" groups and the Roman 
Catholic Church dislike this reasoning. 
A 31 August Catholic Bishops Confer- 
ence of the Philippines statement dis- 
missed “the supposed direct correlation 
between population density and under- 
development." The church's view ap- 
pears unyielding: “Human life itself, re- 
gardless of the external circumstances 
of a man's existence, has an innate dig- 
nity and is of great worth," the Manila- 
based Centre for Research and Com- 
munication (CRC) said recently in one 
of its many tracts against population 
control. 

“[The UNFPA] tells us there should 
be less people in the world because 
"trees are disappearing" — an argu- 
ment, the CRC paper adds, that "in ef- 
fect tells us trees are more valuable than 
people themselves." The CRC is a crea- 
tion of Opus Dei, Pope John Paul IPs 
personal prelature that is influential 
among Roman Catholic Filipino busi- 
nessmen. 

Pro-life Filipinos fiercely criticise 
"foreign meddling" in the population 
debate, a view echoed in leftwing, 
nationalist writing. To be sure, the 
UNFPA, the US Agency for Interna- 
tional Development and the World 
Bank have variously promoted family 
planning as part of development policy. 
However, the charges overlook other 
"foreign meddlers," in the Vatican and 
elsewhere, who also strive to influence 
the debate. 

Foreign anti-family planning en- 
thusiasts also include evangelical groups 
which help fund the anti-family plan- 
ning campaign. Some of these recently 
held an "International Right to Life 
Conference" in Manila; it condemned 
"coercive and even deceptive" popula- 
tion control methods, which “in mee 
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promote abortifacients, surgical abor- 
tion and encourage infanticide." 

Whatever the ethical debate, it 
seems indisputable that the rapid 
growth of the Philippine population 
coincided, during the 1980s, with steady 
impoverishment. Chronicled by the 
World Bank and by a 1987 Unicef/ 
Philippine Government report on 
women's and children's welfare, real 
per capita GDP dropped 3.476 each 
year, a decline impacting with simple 
arithmetic upon ever greater human 
numbers. 

Thomas Malthus, an 18th century 
pona of demography, argued that 
uman numbers, unless held in check, 
invariably outpace the resources 
needed to sustain them. The question 
remains as to whether this dismal doc- 
trine applies in the Philippines. 

The population debate here, as else- 


Cut-up condoms and 


prie 
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Government popula- 
tion planning pro- 
grammes carry the 
| stigma of the regime 
of former president 
| Ferdinand Marcos. In 
the late 1970s, the 
Catholic Bishops 
e Philippines (CBCP) 
added the Commission on Population 
(Popcom) to his list of sins, claiming 
government “subservience” to foreign 
funding agencies and raising the spectre 
of abortion on demand, forced sterilisa- 
tion and the like. 

The church remains very agitated 
about the issue. “Artificial [birth con- 
trol] methods . . . encourage promis- 
cuity," the CBCP said on 31 August. 
And Manila Archibishop Cardinal 
Jaime Sin has flailed at “senseless sexual 
pleasure" promoted by birth control 
technology which “has made the female 
womb the most dangerous place on 
earth, a place where millions of unborn 
babies all over the world are murdered 
every year.” 

Strong words for a country that is 
85% Roman Catholic. Words that have 
been zealously translated into action. 
Former  Popcom chief, Conrado 
Lorenzo, describes a time when Pop- 
com encouraged neighbourhood shops 
to stock packets of condoms. These 
were hung from hooks together with 
potato chips and other small goods. Not 
for long. Catholic women's groups in- 
vaded the stores and snipped the con- 
doms in half with scissors. 

In today's debate on population con- 
trol, Popcom has become somewhat ir- 
relevant for it is now government de- 
partments, such as local government, 
health and education, which integrate 
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sts in the lobbies 


population programme funding through 
their own budgets. 

On 31 August, the Popcom board 
surrendered funding responsibility for 
family planning services to the health 
department. That was basically a 
bureaucratic shuffle. In other depart- 
ments the picture is confused. For 
example, Education Secretary Lourdes 
Quisumbing has abolished a “popula- 
tion education unit" within her depart- 
ment funded by the UN Fund for Popu- 
lation Activities (UNFPA), one of the 
"foreign agencies" the CBCP casti- 
gated. 

Bureaucratic squabbling may 
obscure the basic issue. Another former 
Popcom chief, Eugenia Jamias, said 
Popcom's earlier success resulted not so 
much from ample resources as from 
ample political will, at least in the early 
years. 

The politics of population thus goes 
far beyond a one-dimensional, prop- 
aganda struggle against godless-tech- 
nocrats or reactionary churchmen. 
And it needs to be placed in perspec- 
tive. 

The collapsing economy and govern- 
ment structure in the early 1980s re- 
sulted in scarcities of birth control 
supplies and personnel for rural clinics. 
Popcom’s budgets shrank, helping undo 
fertility reduction gains achieved in the 
early 1970s. 

Behind that, what Sen. Leticia Sha- 
hani describes as “a lack of population 
consciousness” also afflicts the govern- 
ment and legislature. Shahani chairs a 
senate sub-committee on population 
and has little patience for crowd-pleas- 
ing measures which ignore the impact of 
numbers on already stretched facilities. 
As an example she cited to the REVIEW 








where, seems a tug-of-war between two 
extremes: at one end of the spectrum a 
lugubrious sense of impending doom; at 
the other, a preoccupation with man-as- 
spiritual-being suggesting indifference 
to his earthly condition. Population 
specialists resist extremes, but there is 
among them a disturbing school of 
thought that divides the world into two 
demographic halves. 


x half comprises the Western in- 
dustrial countries and China, which 
have completed, or nearly completed, 
their demographic transition. In the 
other half however, the transition has 
ground to a halt. 

"Rapid population growth is begin- 
ning to overwhelm local life-support 
systems," says a recent World Health 
Organisation (WHO) paper. “Once this 
deterioration begins, rapid population 


a recent law abolishing fees for second- 
ary education but appropriating no 
extra money to meet the revenue 
shortfall. 

Another dimension is where church 
influence does have most impact. 
Oddly, surveys show that Catholic stric- 
tures carry little weight in women's deci- 
sion-making about contraception. More 
important are husbands' attitudes or, 
crucially, the availability of advice and 
contraceptive supplies. But church in- 
fluence is more formidable in the cor- 
ridors of power in Manila. 

Cardinal Sin has telephoned sena- 
tors to lobby against Shahani's popula- 
tion resolution which urges giving "all 
men and women of reproductive age ac- 
cess to information and services." To- 
gether with Cebu Archbishop Cardinal 
Ricardo Vidal he has urged outright 
cancellation of population program- 
mes. 


Ë a 7 February pastoral letter, and 
again in a March statement entitled 
“Human Life is a Gift,” Sin attacked 
government officials — notably Eco- 
nomic Planning Secretary Solita Mon- 
sod. He foresaw “abortion on demand.” 
On 4 September, Sin urged women in a 
pastoral letter to practise the rhythm 
method or the so-called “mucus 
method,” in which the varying viscosity 
of vaginal fluid points to differing fertil- 
ity during the menstrual cycle. 

The church attack has been rebut- 
ted. Monsod wrote to Sin on 7 April that 
“it is precisely to prevent couples from 
resorting to this sordid means [abortion] 
that [the government] must ensure 
availability of safe and acceptable fam- 
ily planning methods," she said. 

Other influential churchmen share 
Sin's view, such as Manila's Monsig- 
nor Cesar Pagulayan. Behind the local 
drama is the Vatican. Cardinal Edouard 
Gagnon, head of the Pontifical Council 
for the Family, made a largely unpubli- 
cised visit to Manila in June to mark the 
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|. growth and ecological deterioration 

- feed on each other, pushing countries 
into a demographic trap." 

. It was always implicit in the demo- 
graphic transition thesis that economic 
gains first bring down infant mortality 
(the "second stage") and then, together 
with other factors, lessen the desire for 
large families (the third, and final, low- 

birth/low-death-rate stage). "But a gap 

has emerged in the analysis," says the 

WHOpaper. ^ o, 

"The theorists did not say what hap- 
pens when developing countries get 
trapped in the second stage, unable to 
achieve the gains counted upon to re- 
duce births.” 

Some fear the ippines is in this 
trap. “In the past.” a recent Population 
Commission (Popcom) paper says, 
"population pressures initiated agricul- 
tural innovations but our time di- 



















20th anniversary of Pope Paul VI's en- 
cyclical Humanae Vitae (which concerns 
the sanctity of human life and reproduc- 
tion). On 12 June Gagnon met cabinet 
ministers and legislators and stressed 
the Vatican view. ; 
Fear of the 
played. One 
too often s 
rationalisation: 












church can be over- 
f thinks this anxiety 
is as a “convenient 
(f doing nothing." 
Another senator agreed: “It’s our equi- 
valent of the pro-Israel lobby in the US 
= for fear of offending a small but pow- 
erful lobby [the church], the politicians 
allow the tail to wag the dog." Both did 
not wish to identified, however. 

Several other factors enhance, and 
reflect, the church's influence. First, 
President Corazon Aquino is deeply re- 
ligious. Political considerations rein- 
force that devotion: she probably owes 
her presidency to crowds mobilised by 
the church against Marcos in February 
1986. 

Secondly, the newest Philippine 
Constitution has provisions which mesh 
with Catholic dogma. These protect 





mension has been so compressed by 
historically unparalleled population 
growth that changes in agriculture 
which normally occur over generations 

. . are barely keeping ahead of addi- 
tions in population." 

A foreign demographer in Manila 
puts it another way: "The magnitude of 
the Philippines' population increase may 
have permanently outrun the capacity of 
the government to transform its people 
from net consumers to net producers." 

Thus, as former Popcom chairman 
Conrado Lorenzo once wrote, the 
"population problem is serious, it is 
here andit is here today." In 1970, when 
he wrote those words, the Philippines 
had a population of 37 million. “No- 


thing in what I said then has changed- 


in 18 years," Lorenzo told the REVIEW 
recently. Except the numbers. 
: — James Clad 


“family life" and the “life of the unborn 
child." Out went Marcos-era, constitu- 
tional provisions speaking of "optimal" 
population size. 

A third factor is also at work. A new 
school of “revisionist” demography in 
the US and Britain reinforces religious 
arguments. Exemplified by the writings 
of Simon Kuznets, Julian Simon, Colin 
Clark and Richard Easterlin, the new 
school criticises a mindless fixation with 
“fertility reduction” that ignores eco- 
nomic reform. 

The revisionists assail attitudes that, 
implicitly, treat human beings as a lia- 
bility. “Revisionist demographers like 
to point out that each baby comes 
equipped not only with a mouth but also 
with two hands and a brain,” Karl Zin- 
meister wrote recently in the US-based 
Journal of Economic Growth. 


These thoughts are echoed by Mani- | 


la's influential Centre for Research and 
Communication (CRC), which is linked 
closely to Opus Dei, an international, 
highly conservative Roman Catholic lay 
organisation. The CRC declines to see 
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a problem in rising human numbers; its 
director, Bernardo Villegas, 
against even accepting the case for 
trying to head off a larger popula- 
tion. 

About 20 non-governmental organi- 
sations (NGOs) engage in family plan- 
ning work. They are important: a 1987 
government committee reviewing Pop- 
com's work said the NGOs, while pro- 
viding only 12% of family-planning 
clinics, "had an average of 79.4 new 
[birth control] acceptors per clinic," al- 
most four times higher than the Health 
Department clinics’ rate. 

But the NGOs often quarrel among 
themselves. The Philippines Federation 












By Margot Cohen in Cebu 


| | After 13 children, 
$ four miscarriages 
and on a household 
income of P700 
(US$33) a month, 
Clemencia Osabal, 
44, was ready to retire 

oer! from childbearing. 
She had tried spacing out her children 
by abstaining from sex, but her husband 
accused her of being unfaithful. Then 
she sought sterilisation. He would not 
sign the consent forms. She tried birth 
control pills. He burned them. Finally, 
after almost dying from high blood pres- 
sure during a Caesarean section, she un- 
derwent sterilisation — with her hus- 
band’s grudging approval. 

Osabal’s case is classic. It is not 
church strictures in this largely Roman 
Catholic country that stop women from 
using artificial contraception. It is their 
husbands and relatives. They are helped 
in the provinces by ignorance and a poor 
supply network. 

Women do not want too many preg- 
nancies. The last National Demographic 
Survey reported that over half of 
all married women not using contracep- 
tion did not want any more children and 
40% had not wanted their most recent 
pregnancy. 

They are not helped by male unwill- 
ingness to use male contraceptives. 
Condoms are not popular, said Oscar 
Escobar, deputy executive director of 
the government’s Population Commis- 
sion because it is an affront to their 
“macho male egos.” Fewer than 3,000 
Filipinos agreed to vasectomies last 
year, though close to 68,000 Filipinas 
underwent tubal ligation. 

Fear of side effects has been bred by 
ignorance. In Cebu’s Argao village, for 
example, a fisherman’s wife said she 
would get sick if her husband used con- 
doms. Some of her neighbours feared it 
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Women carry burden 
of macho culture 





of Natural Family Planning (PENFP) 
told Aquino last October that “the pov- 
erty of our rural poor [is] over-stated, 
publicised and sensationalised" by “for- 
eign-funded groups" belonging to the 
Philippines Non-Governmental Coun- 
cil Organisation on Population, Health 
and Welfare. 

“We do not deny the implication of 
rapid population growth," 











, 


children," and want to “bribe desti- 
tutes" to be sterilised (a charge the 
NGO council hotly denied). “Natural 
family planning,” the letter said some- 
what mysteriously, “means living in 
concert with the natural power of fertil- 
ity which enable couples to live posi- 
tively and creatively with the powers of 
the body.” — James Clad 








said PFNFP executive di- 
rector Esperanza Aranas- 
Dowling in an unpub- 
lished letter to Aquino. 
The NGO council's mem- 
bers, however, seek “to 
control the right to have 


would take six months to 
get back on their feet after 
a tubal ligation. Mean- 
while, they wondered, 
who would manage the 
housework and the child- 
ren? Modesty also keeps 
women away from seeking 
proper advice. 

Those who would want 
access to family plan- 
ning services also have 
trouble. The national pol- | 
icy shift from “fertility |: * 
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reduction" to family wel- |Makinga living from Manila's waste. 


fare programmes, along L— 
with other bureaucratic shortcom- 
ings, has kept the government from 
spending half of the P189.5 million 
(US$8.9 million) budgeted for popula- 
tion control last year. 


he immediate effect is that family 

planning services in the provinces 
have been affected. Tubal ligations, 
which the US Agency for International 
Development subsidises, dropped by al- 
most 20% last year, after years of steady 
growth. Taking their cue, many mayors 
and governors elected in January this 
year put family planning services low on 
their list of priorities. Some suspended 
workers' salaries or cut transportation 
allowances. 

The insurgency and lack of infra- 
structure also weaken population control 
efforts. Although the communist New 
People's Army (NPA) has traditionally 
not harmed family planning workers, 
the workers understandably prefer not 
to serve in NPA-controlled areas. 
Those that do have trouble serving far- 
flung districts because of poor road net- 
works and there is a high turnover of 
doctors and nurses. 

For poor Philippine women without 
access to free supplies and services by 
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government clinics and subsidised non- 
government organisations, artificial 
contraceptives are expensive. Chemists 
charge 216-139 for a monthly pack of 
birth control pills. Condoms range from 
P.9-35 for packs of three. Private doc- 
tors ask up to P750 to position inter- 
uterine devices. Tubal ligations cost 
P4,000. 

Because of this, some Manila offi- 
cials see the Roman Catholic Church's 
promotion of natural family planning 
methods as an attractive solution. Natu- 
ral methods are, after all, free, and 


| church workers are everywhere. The 
| problem is that natural methods are not 


necessarily workable. The method 
which calls for women to determine fer- 
tility by observing mucus changes re- 
quires six months to a year of training 
and the rhythm method of predicting 
the onset of ovulation is unpredictable. 

Taking into account husbands' lack 
of cooperation, one 1985 study reported 
that almost half of the Philippine 
women in their mid-30s who were using 
the rhythm method became pregnant 
within a year. Almost three-quarters of 
the women under 25 became pregnant 
within a year. There was a one-third fail- 
ure rate with the “mucus method." O 
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EI If there is any middle 
| ground in the debate 
between conserva- 
j| tives and liberals on 
f$ family planning, it 
centres around the 
word “choice” — a 
— powerful word at the 
heart of both Roman Catholic theology 
and democratic values. 

In the Philippines, the knowledge 
that techniques exist for limiting family 
size is widespread. Statistics provided 
for a 2 September parliamentarians' 
conference on population showed that 
9796 of reproductive persons knew birth 
control methods existed. 

But knowledge does not mean an 
ability to use them. Only a little over 
40% of couples, regardless of religious 
affiliation, were using any birth control 
method, and they included many of 
proven ineffectiveness. Although the 
government's 1983 demographic survey 
showed that over half the married 
women not using contraception did not 
want more children, poverty usually 
precludes them getting contraceptives 
— and 30 million Filipinos live below 
the official poverty line. 

The population issue, as some see it, 
now turns on giving meaning to an exer- 
cise of reproductive choice. Even the 
government's population policy state- 
ment last year paid lip service to that. 

“Choice” has therefore become an 
issue in its own right. For example, 
Maria Isabel Ongpin, an influential 
Roman Catholic and widow of former 
finance minister Jaime Ongpin, told a 
senate sub-committee on population in 
March that “freedom of choice of family 
size means the availability of the means 
to achieve it." 

She added: “It cannot be acceptable 
that only one choice is available or a lim- 
ited number are available. When such is 
the case, then we cannot speak of choice 
but [rather] of imposition." 

The Roman Catholic Church is wary 





of this, and for good reason. Accepting | 


a policy of real choice means reviving 
moribund clinical services. It means in- 
cluding artificial birth control devices, 
and information about them, as part of a 
wider programme. 

Is the government prepared to do 
that? Recent cabinet decisions, still un- 
publicised, point to the possibility. 
Under-Secretary of Health Mario 
Taguiwalo confirmed to the REVIEW 
that his department has become “the 


lead agency in family planning service | 


delivery." 

This was the outcome of a 15 July 
meeting of the cabinet's Social and De- 
velopment Committee (which groups 
the secretaries of social welfare, educa- 


A commitment lost 
and choice denied 


| lems. The Health Department has | 





| funding responsibilities for family plan- 
| ning services to the Health Department, 
| has 250 specialist staff plus another 35 in 


| the close support of 
| Aquino. If he falls 
| from grace, the fam- 


| are now being asked 


| budgetary view, the 


| spending for 1989 will amount to less 


| concerned about runaway population 








tion, health, labour and local govern- 
ment). À 4 August letter from the com- 
mittee's chairman Franklin Drilon, who | 
is also labour secretary, to Social Wel- 
fare Secretary Mita Pardo de Tavera | 
reiterated “the assignment [of the De- | 
partment of Health| as the sole govern- | 
ment agency responsible for family 
planning service delivery." 

The latest shift creates new prob- 





about 35 staff in its family planning sec- | 
tion; the Population Commission (Pop- | 
com), which on 31 August handed over | 


each of the country's 12 regions. What | 
will they now do? 

The move also depends upon Health 
Secretary Alfredo 





lation plan whose stated goal was “the 
improvement of the quality of human 
life through a process that fully respects 
the right of individuals and families to 
make their own decisions on population 
matters within the context of a just and 
humane society.” 

Popcom, whose function has now 
been reduced to monitoring, also plan- 
ned to “include an additional 1.5 million 
eligible couples who desire to practise 
family planning, while continuing to 
service the 3.8 million couples . . . al- 
ready covered.” Another plan thus has 
gone into bureaucratic limbo. When 
Aquino came to power there were al- 
ready four different population growth- 
rate goals, each espoused by different 
arms of government. 

An irony underlies the continuing 
Philippine population controversy. De- 
spite noisy doctrinal differences, some 
specialists profess to see little basic 
change in the fundamentals of the popu- 
lation programme, before or after 
Aquino. The policy is not coercive, it is 





Bengzon retaining 


ily planning machin- 
ery could once again 
be thrown into disar- 
ray. 
Foreign donors 
to start again from 
scratch, to tear up 
existing agreements 
with Popcom and to 
fund a duplication of 
the existing but 
stymied system. 


From an overall 








population pro- |E v 
gramme still seems | Family ekes 
to lack popular ap- — 

peal. Even with foreign aid money 
taken into account, total planned 


than 196 of all government expenditure. 


Tq cabinet seems finely balanced 
on the population issue. Natural Re- 
sources Secretary Fulgencio Factoran, 
Monsod, Bengzon, Drilon and Defence 
Secretary Fidel Ramos are said to be 





growth. On the more conservative side 
are Trade and Industry Secretary Jose | 
Concepcion and Finance Secretary Vic- | 
ente Jayme. Several conservatives are | 
believed to be members of Opus Dei, | 
the Roman Catholic lay organisation, | 
which opposes artificial birth con- | 
trol. | 

Finally, the latest bureaucratic shuf- | 
fle has not been accompanied by an | 
explicit endorsement of the “social goal 
of a small family,” as local demographer 
Alejandro Herrin puts it. 

Popcom has issued a five-year popu- 





30 


A t P. "n e “i 
outon existence in a city park. 
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persuasive, and all that has happened is 
in the realm of top-level political com- 
mitment — which has vanished, "taking 
us back to square one,” as one specialist 
observed. 

Herrin says an “explicit fertility and 
population growth reduction objective" 
must emerge to “modify the fertility 
preferences of couples by endorsing the 
social goal of a small family.” This has 
occurred elsewhere in Southeast Asia, 
in Indonesia, Singapore and Thailand. 

The Philippines seems far from that 
kind of firm, government-led commit- 
ment. The closest approximation may 
found in the government’s current 
Medium Term Plan, which says the gov- 
ernment should “promote the attain- 
ment of small family size on a voluntar 
basis and reduced population maa 
rate aligned with replacement fertility 
level by 2010.” As yet, however, there is 
no sign of real, top-level promotion of 
this idea. Nor is there any apparent 
sense of urgency. — James Clad 
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The worlds great companies 
court her for the depth and 
spirituality of her dancing. 
Cynthia Gregorys talent 
shines in Swan Lake, Giselle 
and The Sleeping Beauty, bal- 
lets in which her performance 
is recognised as definitive by 
international dance critics. 
Off-stage she is just as com- 
pelling. Committed to humani- 
tarian causes, Cynthia has 
founded and toured with her 





own dance company to raise 

funds for charity. And, recognis- 
ing that ballet builds fitness, she 

has written a book on the prin- 
ciples of exercise and dance. 

In all the arts, there is no 
more physically demanding 
discipline than dance. Its pure 
elegance and endurance are as 
well met in Cynthia Gregory 
as they are in her W 
chosen timepiece. n OLEX 
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TAIWAN 


The enemies within 


Opposition infighting hampers its effectiveness 


By Shim Jae Hoon in Taipei 


n the upheaval which has shaken 

Taiwan in the 10 months since the 
death of president Chiang Ching-kuo, 
the opposition Democratic Progressive 
Party (DPP) has failed to seize the ini- 
tiative to press for popularly demand- 
ed extensive political reforms. In- 
tense personal rivalry and factional in- 
fighting have virtually crippled the 
party, preventing it from developing a 
coherent programme to challenge the 
nearly four decades of Kuomintang 
(KMT) rule. 

The third national congress of the 
DPP, meeting on 30-31 October in the 
central city of Taichung, will be resplen- 
dent with the usual hoopla of parades, 
speeches and banquets, but that will not 
obscure concern over the party's future. 
Meeting against that backdrop of post- 
Chiang turbulence, the congress will 
elect a new party chairman and mem- 
bers of the policymaking central stand- 
ing committee, as well as central execu- 
tive committee. The new leadership will 
contest a partial re-election of the Legis- 
lative Yuan in November 1989 — the 
first parliamentary election following 
the demise of the Chiang political 
dynasty. 

Yao Chia-wen, a 50-year-old former 
lawyer who has been disbarred for life 
because of anti-government activities, is 
running for a second consecutive term 
as party chairman. He was freed after 
eight years in prison last year after con- 
viction for instigating a riot in 
Kaohsiung in 1979. Yao is closely as- 
sociated with the demand for Taiwan 
independence, a highly controversial 
stand which keeps the party fractious. 
Independence is opposed by both the 
KMT and Peking on the grounds that 
Taiwan is part of China. 

Spurred by the hardline New Move- 
ment faction during the past year, Yao 
has kept the DPP confrontational, 
focusing on street protest as a way of 
pressuring democratic concessions from 
a reluctant government. For this 
reason, said some DPP leaders, the gov- 
ernment of President Lee Teng-hui 
would prefer to see somebody else tak- 
ing over the opposition. 

That could be wishful thinking. Ac- 
cording to dissident sources, a secret po- 
lice survey indicated support for Yao 
running strongly, deepening the KMT's 
concern over the Legislative Yuan elec- 
tion, when the DPP hopes to improve 
on its past best of winning 23% of votes. 

Challenging Yao is Huang Hsin- 
chieh, 61, a veteran of DPP infighting 
who holds the record of being the first 
opposition politician to win a seat in the 





KMT-dominated Legislative Yuan. 


On other issues, both Huang and 
Yao have pledged a renewed effort to 
fight for restructuring of parliament, in 
order to fill all seats in the Legislative 
Yuan, Control Yuan and the presiden- 
tial electoral college with deputies 


| popularly chosen by Taiwan voters. 


Huang, who leads the Formosa faction | 


of oldtime dissidents who fought against 
Chiang, has scant sympathy for the ad- 
vocates of Taiwan’s independence, 
focusing more attention on democratic 
reforms. “The party has paid too much 
attention to independence and diluted 
our focus,” said Chang Chun-hong, 
Huang’s chief strategist. Like Yao, 
Huang was released from eight years in 
prison last year for his role in the 
Kaohsiung riots. 

Apart from opposing the indepen- 
dence issue, Huang is calling for the 
DPP to reset its domestic political 
priorities. He insists that 


These parliamentary organisations 
have been dominated by ageing dep- 
uties who have not fought a new elec- 
tion since 1947 when they were first 


| elected in the mainland. The govern- 





ment argues that no fresh elections have 
been possible because China, which the 
KMT says it alone represents, is con- 
trolled by the communist party. 

Under the impact of DPP cam- 


| paigns, however, the KMT has been 
| forced to consider their retirement, but 
| the KMT says it will only do so on a vol- 


untary basis and that they will be phased 
out'gradually. 

Huang hopes to quicken this pro- 
cess, even with the help of a wide-rang- 
ing civil disobedience campaign includ- 
ing a tax boycott. “Since 





New Movement radi- 
cals have over-extended 
themselves with involve- 
ment in too many issues 
— from support for stu- 
dent activism to free trade 
unionism, from environ- 
mental campaigns to pro- 
tection of farmers’ in- 
terests. 

They also differ on 
how to interpret the 20 
May riots that resulted in 
several hundred people 
being injured in an anti- 
government protest this 
year. To New Movement 
supporters, the riots un- 
derlined the growing po- 
pular impatience over the 
KMT's slow progress to- 
wards democracy. How- 








| Yao: strong support. 


Taiwan people can only 
elect a limited number of 
deputies in the national 
parliamentary ^ bodies, 
our tax payment should 
accordingly be limited," 
said Chang. 

Given the all-perva- 
sive power of the KMT 
| government, that would 
sound unrealistic, per- 
haps as remote as the sec- 
"| ond plan by Huang and 
iX| Chang to launch a new 
į TV station. that would 
stay out of KMT control. 
As most electronic media 
in Taiwan are under offi- 
cial control, there ap- 
peared little likelihood of 
the government licensing 
any new, independent 
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ever, moderates and cen- 
trists contend that while that might be 
true, the riot produced extensive casual- 
ties without substantial results. Some 
70 people have received long prison 
sentences in connection with the 
riots. 


he focus of the battle between 

Huang and Yao will be the 31-mem- 
ber central executive committee, which 
chooses the party chairman on behalf of 
12,000 grassroots members. This system 
of indirect election has itself come 
under attack in the current surge for a 
direct, participatory democracy. 

The congress agenda includes a 
proposed revision of the indirect elec- 
tion rule, but few expect it will pass. The 
present arrangement satisfies the need 
of various factions to curb the party 
chairman's power and influence. *Our 
system gives power to the central stand- 
ing committee, not to the party chair- 
man," said Chiou I-jen, the deputy sec- 
retary-general. 





| outcome. 


station. 

These plans seem to have solidified 
Huang's prevailing image as a loyal but 
perhaps a simplistic “one-dimensional 
figure,” in the words of a leading news 
commentator. 

Supporters of Yao allege that Huang 
is inarticulate, and emphasise the ab- 
sence of a realistic programme, while 
calling for continuity in the leadership. 
In addition to three votes from the 
minority New Movement faction, he is 
working hard to secure 10 votes held by 
Kang Ning-hsiang’s centrist group. 

Huang, according to party insiders, 
may get most of the 14-member For- 


| mosa group’s votes. On top of this, he 


needs to secure a few more votes from 
either Kang’s group or from indepen- 
dents to become successful. With Yao 
competing for support from these same 
groups, it will be a close contest be- 
tween the two. In any event, the four in- 
dependents in the central executive 
committee may well determine the final 
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SOVIET UNION 


Opening up the east 


Leadership is set on economic overtures to Asia 


ikhail Gorbachov's years in power 

have been marked by greater influ- 
ence for foreign-policy think tanks and 
policy consultants in the Soviet Union. 
This trend has been especially notice- 
able in the realm of Soviet policy to- 
wards Asia. 

Yevgeny Maximovich Primakov, in- 
terviewed by REVIEW correspondent 
Sophie Quinn-Judge in Vladivostok fol- 
lowing the recent announcement of 
major personnel changes in the Soviet 
leadership, is believed to be one of 
the main strategists of the "new think- 
ing. 

Western Soviet specialists in Mos- 
cow believe that the retirement of 
former politburo members Andrei 
Gromyko and Anatoly Dobrynin, 
coupled with the promotion of key re- 
former Alexander Yakovlev to head the 
Soviet Communist Party Central Com- 
mittee’s International Commission will, 
if anything, strengthen Primakov’s role 


in policy formation. These changes ap- | 


pear to have put an end to the challenge 
to the new thinking, launched by Yegor 
Ligachev in August, when he told an au- 
dience in Gorky that the “non-class” 
foreign policy of the Gorbachov team 
was "sowing doubt among our people 
and among our friends." One of the 
postulates of the new thinking is that 
"common human values" rather than 
"class interests" should be given pri- 
mary importance in foreign relations. 

Primakov is the director of Moscow's 
Institute of World Economics and Inter- 
national Relations, and chairman of the 
Soviet National Committee for Eco- 
nomic Cooperation with the Asia- 
Pacific Region. He is a candidate mem- 
ber of the central committee. Edited ex- 
cerpts from the interview follow: 


What, if any, changes will there be in the 
direction of Soviet foreign policy follow- 
ing the personnel changes in the polit- 
buro and secretariat? 

There will be no changes in foreign 
policy per se. There will be an entirely 
new and greater vigour in the inter- 
weaving of the new thinking into the 
texture of foreign policy. All the 
changes are aimed at speeding up the 
process of perestroika [restructuring], 
especially in the realm of foreign policy. 


Soviet scholars have been talking and 
writing of the Soviet Union’s image as 
“the enemy.” Do you think enough has 
been done to overcome this image in 
Asia? 

Something more could be done to 
overcome this image, which has taken 
root partly with the help of hostile prop- 
aganda, but partly due to our own mis- 
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takes. I think this image will be progres- 
sively blurred — with the passage of 
time it will be more and more difficult to 
go on citing this. 

At one time we took a negative 
stance towards the integrative processes 
in the region. For example, towards 
Asean, which we saw as a potentially 
military grouping and as definitely anti- 
Soviet. We've long since departed 
from this unintelligent and unrealistic 
stand. 


Some of your scholars have blamed this 
image problem, in part, on what is now 
being called “the cult of secrecy.” Do you 
think enough is being done to move away 
from this? 

Yes, I believe we're moving away 
from excessive secrecy. And as we do 
so, we sometimes find ourselves placing 
our negotiating partners in a difficult 
position. 

One example is our proposals on the 
reduction of convention- 
al arms. What we've 
said is "Okay, let's put 
on the table all military 
data concerning all 
armaments and troop 
strengths in Europe, as 
far as the Urals." 

Right away, to dis- 
pel all doubts, we pro- 
posed the following step: 
let's arrange on-site in- 
spections on both sides 
to see whether what has 
been declared is accu- 
rate. Unfortunately, 
this proposal has not 
been accepted. It may 
be taken up sooner or 












integrated autonomously into the inter- 
national division of labour in the Pacific. 

We have no delusions about existing 
realities. There was a time when many 
in our country believed that Japan could 
not survive without our raw materials. 
And in Japan there were many who be- 
lieved that the Soviet Far East would 
not survive without Japanese know- 
how. Both are delusions. 

We understand very well that Japan 
has other sources of raw materials which 
are well tested. The Japanese also seem 
to realise that they are not the hub of the 
universe for us. But Japan has a clear in- 
terest in diversifying its sources of raw 
materials, just as we have a continuing 
interest in acquiring Japanese technol- 
ogy. 
We have a chamber of commerce for 
the Far East, but I believe we could do 
much more. Till now, the dominating 
factor here has been the activity of 
ministries and ministers. Sometimes it’s 
very difficult to deal with them. But the 
situation is becoming better — much 
more authority is being delegated to the 
local authorities. 


Will the long-term development plan for 
the Soviet Far East, announced in 1987, 
be revised to provide for 
foreign participation? 

It should be moder- 
nised because many 
things have happened 
in this period: new laws 
and regulations on en- 
terprises, cooperatives, 
foreign capital and in- 
vestments, joint ven- 
tures. We underesti- 
mated the' role of for- 
eign economic cooper- 
ation in the form of 
trade and joint ven- 
tures. 





How long will it take 
to work out the terms 





later, but as of now you will be offering 
we're not hearing any | Gorbachov: ‘new thinking.’ "ss| to investors in spe- 
cries of rapture over it. cial trade zones, 


When all data was classified and 
when we were dead against any means 
of verification, except by our own na- 
tional means, life was easier for the West. 

We will be moving towards more 
openness as regards our military budget, 
too. But this involves some technical 
difficulties, because until our price re- 
form is carried out, which we expect in 
the next few years, it's difficult to arrive 
at comparable prices with the West. 


What role will Japan and other Asian 
countries play in developing the Soviet 
Far East? 

This point was given prominence by 
Mikhail Gorbachov in his speech at 
Krasnoyarsk. It goes without saying 
that we look on the Far East as an integ- 
ral part of our total national economy. 
But we also realise that this area must be 








and when might they be opened? 
When will Vladivostok be fully 
open? 

Mr Gorbachov raised many new 
points concerning this field. For exam- 
ple. the right of enterprises to make 
deals directly with foreign companies, 
without any intermediaries. Practice 
will give us new ideas — let's begin. 
There is a lack of information from our 
side, because we are beginners only. We 
need to set up an information centre 
here in Vladivostok and in Nakhodkha. 
We need to be connected with banks of 
information in Japan and in other coun- 
tries. We're on the way to opening [Vla- 
divostok] completely. I do believe it 
could be achieved in a relatively short 
time. It depends on our relations with 
the People's Republic of China and the 
US. oO 
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BURMA 


Food before fighting 


Dissident students regroup with rebels on the border 


By Rodney Tasker and Bertil Lintner in Thi Baw Bo 


ost of the estimated 5-10,000 Bur- 

mese students and other activists 
who have trekked east to this mountain- 
ous region on the Burma-Thai border 
over the past month are anxious to take 
up arms against the month-old military 
regime in Rangoon. But for the mo- 
ment, their most urgent consideration is 
food and shelter, and the need to estab- 
lish a unity so far lacking. 

The fugitives from Rangoon, Man- 
dalay, Moulmein and other urban 
centres where the army is hunting them 
down, have been given sanctuary in the 
eastern border areas controlled by 


Karen, Karenni and Mon minority re- | 


bels who have fought central govern- 
ment control for 40 years. In the north, 
hundreds of students have taken refuge 
in areas controlled by Shan and Kachin 
rebels. 

Thi Baw Bo camp, just across the 
border from Thailand's Tak province, is 
one of the students' main destinations. 
The rebel settlement, in the area con- 
trolled by the Karen National Union 
(KNU), usually comprises some 1,200 
people but the numbers have doubled as 
students and others stream in daily. 

The dissidents talk of armed strug- 
gle, of help by the forces of the KNU 
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and other minority groups in the 10- 
member National Democratic Front. 
“Yes, we have decided to give arms 
to the students after training,” said 
veteran Karen officer Maj.-Gen. Tamla 


| Baw, who served with the Burma Rifles 


when the British ruled Burma. “But we 
don't know where to get the arms from, 
so we don’t want to give false hopes to 
the students.” The immediate priority, 
he said, was to find enough food to feed 
1,900 new mouths, and tools and mate- 
rial to build huts to shelter them. 

The Thais are embarrassed by the 
teeming community of Burmese dissi- 
dents so close to the border. On 
humanitarian grounds they want to help 
the students, but Bangkok is anxious 
not to jeopardise traditionally delicate 
relations with Rangoon. 

Until recently, the Buddhist monas- 
tery of Wat Mae Tao, in the Thai border 
town of Mae Sot 40 km north of Thi Baw 
Bo, housed 135 Burmese students who 
had fled there after Gen. Saw Maung's 
military takeover on 18 September 
and subsequent crackdown on looters 
as well as demonstrators demanding 
democracy. 

But on 8 October, the Thais bundled 
the students at Wat Mae Tao into trucks 


Belated corrective action 


Government inquiry finds boat people beaten by camp staff 


By Emily Lau in Hongkong 
A government-appointed inquiry has 
found that about 100 Vietnamese 


| boat people were beaten up by officers 


of Hongkong's prison service, the Cor- 
rectional Services Department (CSD). 
Two justices of the peace assigned by 
Governor Sir David Wilson also re- 
vealed a cover-up involving CSD offi- 


| cers and government doctors. 


The two JPs, former chairman of the 
Hongkong Bar. Association Denis 
Chang and physician Edward Paterson, 


| submitted their report to Wilson on 29 


September. Their findings contradicted 
an internal CSD inquiry which found no 
evidence to support claims that exces- 
sive force had been used after a riot by 
boat people at the Hei Ling Chau deten- 
tion centre. 

Wilson has ordered government de- 
partments to consider disciplinary ac- 
tion against CSD officers concerned, 
but not, so far, the doctors. For this and 





the publication of the report, he was im- 
mediately praised in local newspapers 
for "swift action" and a "refreshing can- 
dour and openness." However, the in- 
quiry was ordered only after a cable 
from the United Nations High Commis- 
sioner for Refugees (UNHCR) office 
here to its Geneva headquarters about 
allegations of assaults was leaked to a 
Hongkong newspaper: 

It remains to be: seen. whether any 
disciplinary action or prosecutions will 
be instigated. The Secretary for Sec- 
urity Geoffrey Barnes and senior CSD 
officials have already rejected calls for 
them to take responsibility by resigning. 
In the territory's recent history, few if 
any senior officials have been sacked. 
The government may feel that the re- 
port, generally well received and hailed 
as honest and fair, has done enough to 
correct the situation. 

The 49-page report found that the as- 
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and took them to the Moei border river 
where they were told to cross into 
Burma and join their compatriots at Thi 
Baw Bo. Aside from diplomatic consid- 
erations, Thailand, already burdened 
with thousands of refugees on all its 
other borders, clearly does not want a 
new refugee problem. 

While welcoming Karen hospitality, 
some student leaders are critical of the 
way the KNU leadership is exploiting 
their presence for its own political pur- 
poses. It is also evident that the style of 
fighting the students envisage is differ- 
ent from the jungle warfare of the rebel 
minority groups. Most students talk 
about urban guerilla tactics, targeting 
military installations in the towns, pet- 
rol depots and selected assassinations of 








army officers who were responsible for 
ordering the killings of unarmed dem- 
onstrators in August and September. 
Their urban networks are still intact, the 
students claim. 

But who will organise the students? 
At Thi Baw Bo, they have formed the 
All Burma Students’ Democratic Front, 
headed by secretary-general Hla Aung, 
a 29-year-old philosophy graduate from 
Rangoon Arts and Science University. 
He claimed that the front is being 
accepted as the main umbrella group 
for dissidents on the border, though 
some students elsewhere dispute this. 
Even more divisive, students suspect 
government infiltrators in their midst, 
which could slow efforts to form a cohe- 
sive fighting group. 





Burmese students at a Karen border camp. 
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sault took place on 19 July after a night 
of rioting. At the time Hei Ling Chau 
was severely overcrowded, holding 
3,411 boat people, and more than one- 
third understaffed. Inmates were an- 
xious and resentful about being class- 
ified as illegal immigrants and not ref- 
ugees as a result of a change in govern- 
ment policy on 16 June. Some boat 
people broke windows, burned furni- 
ture and threw objects at CSD officers. 


bout 100 boat people, including 


those identified as troublemakers | 


and ringleaders, had been sent to Lai 


Chi Kok prison. “Unnecessary force” | 


had been used by unidentified CSD staff 
on many boat people, who were hit with 
batons, kicked, kneed and punched. 
The violence had escalated in the 
absence of restraint from superior 
officers. 


The JPs also criticised government | 


doctors in Hei Ling Chau and Lai Chi 
Kok, who only recorded a few cases of 
injury. A doctor at Hei Ling Chau had 
not seen the boat people but filled in the 
forms as if he had done so. The medical 
examination in Lai Chi Kok had con- 
sisted of a quick glance at a naked man. 
“Some [boat people] did not even know 
they had been examined by a doctor.” 
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The injuries were later detected by | 


UNHCR social workers. 

During the CSD's internal investiga- 
tion, the boat people had been 
cautioned against making malicious 
complaints. Consequently some were 
apprehensive of possible repercussions 
and decided to drop their complaints. 
Many boat people had taken the rough 
handling by CSD officers as something 
to be expected, and some actually 
thought they were going to be executed. 
However, they were bitter about the 
gratuitous destruction of papers con- 
taining overseas relatives' addresses 
and other records — one slender re- 
source in securing settlement abroad. 

The JPs also criticised the “confus- 
ing" legal status of the boat people who 
were not treated strictly as prisoners but 
were expected to follow prison rules, 
which were not clearly explained to 
them. The UNHCR has said the boat 
people should be regarded as asylum 
seekers and warned that the confusion 
over their legal status could further 
erode their basic human rights. Private 
welfare groups have attacked the ap- 
propriateness of using prison warders at 
all to supervise the 25,000 Vietnamese 
men, women and children in Hong- 
kong's various camps. oO 
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SOUTH KOREA 


Taking the 
initiative 

Trade liberalisation with 
North Korea proposed 


By Mark Clifford in Seoul 


e Korea, trying to capitalise on 
diplomatic momentum generated 
by the Olympics and warmer relations 
with China and the Soviet Union, has 
said it will welcome trade links with 
North Korea. However, the economic 
consequences of the planned trade 
liberalisation are likely to be nil even if 
Pyongyang embraces the seven-point 
proposal, which it has shown no signs of 
doing. 

Deputy Prime Minister Rha Woong 
Bae announced on 7 October that pri- 
vate South Korean companies now 
would be allowed to trade with North 
Korea and that executives were free to 
meet their North Korean counterparts 
anywhere. North Korean goods could 
be imported duty-free and identified as 
such. Moreover, North Korean busi- 
nessmen will now be allowed to visit the 
South, and North Korean ships can call 
at South Korean ports. 

The announcement came less than 
two weeks before South Korean Presi- 
dent Roh Tae Woo's scheduled 18 Oc- 
tober address to the UN General As- 
sembly, a first for a South Korean head 
of state. Moreover, a meeting of the two 
Koreas was scheduled for 13 October in 
the border truce village of Panmunjom 
to discuss an inter-parliamentary con- 
ference. It will be the first time the two 
have met since the Olympics opened on 
17 September. 

South Korean officials clearly feel 
that they can take the initiative, espe- 
cially now that concern over possible 
North Korean disruption of the Olym- 
pics has passed. 

However, little or no practical 
change is expected as a result of the pol- 
icy change. “If we trade with them it 
won't be significant economically," said 
Suh Sang Mok, a congressman from the 
ruling Democratic Justice Party and a 
key economic policymaker. “If we trade 
at all it will be for political reasons." 

Suh added that raw materials such as 
iron ore and coal can be purchased more 
cheaply from other countries. South 
Korea has purchased increasing 
amounts of coal and iron ore from 
China in the past three years. Last year, 
10% of the country’s coal came from 
China. 

Following Rha’s 
government officials 


announcement, 
disclosed that 


South Korea had bought US$80 million 
of coal from North Korea from 1979-83, 
following the second oil shock. Most was 


imported through third countries. 




















MONGOLIA 


The tainted waters 


The government begins to address pollution problems 


By Alan Sanders 


M ongolia has just taken its first major 
step in environmental pollution 
control by closing down the Hatgal 
wool-scouring mill — one of the coun- 
trys oldest industrial enterprises, 
founded in 1930. The obsolete equip- 
ment of the mill was allowing increasing 
concentrations of industrial effluent to 
enter the country's largest body of fresh 
water, Lake Hovsgol in the northwest of 
the country. But despite the move, the 
leadership faces severe problems in re- 
versing the damage caused nationally by 
decades of industrial and agricultural 
pollution, soil erosion and deforestation. 

The concern over Lake Hovsgol had 
been heightened by the deteriorating 
condition of its heavily. polluted Sibe- 
rian counterpart, Lake Baikal, the 
world's deepest lake. In their efforts to 
safeguard the unique fauna of the lakes, 
Soviet and Mongolian scientists are in- 
creasingly treating both as a single eco- 
system. 

The Hatgal mill — which in recent 
years had been producing some 2,000 
tonnes of wool annually for export to 
the Soviet Union — has now been “re- 
profiled," and its workforce retrained to 
make overalls. Part of the new output 
will be exported for Soviet workers in 
the Baikal-Amur Mainline railway zone 
in Eastern Siberia. 

In a further step to protect Lake 
Hovsgol, the shipping of petrol and oil 
by 300-tonne tanker barges to Hatgal 
from the port town of Turt at the north- 
ern end of the lake is to cease. For many 
years, part of Mongolia's petrol imports 
from the Soviet Union have been trans- 
shipped at Turt for onward dispatch 
through Hatgal port and distribution by 
road from the nearest large town, 
Moron. However, the barge traffic up 
and down the lake is to be halted be- 
cause the risk of accidental spillage is 
now considered to be too serious. 
Motor traffic across the frozen lake in 
winter also has been banned. 

Meanwhile, it has been decided on 
environmental grounds to postpone 
plans to develop a huge open-cast phos- 

horite mining project near the lake. 

e Urandosh phosphorite deposit, 
along the western shores of the lake not 
far from Hatgal, covers an area of 150 
km? and is one of the world's largest. 
However, the working of Burenhaan 
phosphorite deposit some 100 km 
further away from the lake is still plan- 
ned. There is also talk of building a 
cement works in the Hovsgol area. En- 
vironmentalists are also concerned 
about the barren rock and slag heaps 
that open-cast mining in Mongolia is 











already producing on a grand scale at 
Erdenet, Sharyn Gol and Baganuur. 

The need to safeguard the purity of 
Hovsgol, whose originally Turkish 
name means “lake of sky-blue water," 
has come into sharper focus recently be- 
cause of concern about the 30,500 km? 
Lake Baikal or “rich lake." Soviet en- 
vironmentalists have been greatly con- 
cerned about bureaucratic resistance to 
efforts to close the Baikalsk cellulose 
and paper combine and Selenginsk cel- 
lulose and cardboard combine, both of 
which have been pouring 
partly treated effluent into the 
lake for many years. The situ- 
ation was worsened recently 
by the accidental release by 
the Selenginsk combine of 
three tonnes of sulphuric acid 
into the lake, and there have 
been recent reports that Bai- 
kal's famous Nerpa seals have 
begun to die off. 

Lake Hovsgol, with an 
area of 2,620 km2, is a minia- 
ture Baikal and directly linked 
to it, through its only outlet, 
the Mongolian river Egiyn 
Gol, which is 475 km long, and 
then the Selenge (593 km to 
the Soviet border, of which 
397 km is navigable). The lat- 
ter river flows for a further 
400 km through the Soviet 
Buryat republic and enters 
Baikal opposite the river An- 
gara, Baikal's only outlet, 
near the city of Irkutsk. The 
Angara carries water from 
Lake Baikal northwards into 
the Yenisey River, which flows into the 
Arctic Ocean. 


T2 Selenge, containing half of Mon- 
golia's river water, used to provide 
Lake Baikal with 60% of its inflow. 
However, excessive tree-felling in its 
upper reaches has reduced this flow, 
blocking a number of tributaries and 
creating shallows. The river Tuul, on 
which Mongolia’s capital Ulan Bator 
stands, is via the Orhon, another tribut- 
ary of the Selenge. It could be used for 
log-rafting 40 years ago, but can be 
waded now, and is still falling. 
Mongolian forestry enterprises fell 
2.5 million m3 of timber a year, but 
three-quarters of that amount goes to 
waste; 20,000 ha of forest is cut annu- 
ally, but only 5,000 ha is re-afforested. 
Fires destroyed 1 million ha of forest be- 
tween 1980 and 1986. Meanwhile, in 
Gobi districts, the sand-dunes are ad- 
vancing, engulfing dozens of livestock 














installations. Miscalculations in plan- 
ning irrigation systems on arable land 
have led in some places to marsh forma- 
tion. Soil erosion is currently affecting 
600,000 ha of arable land, 50% of the 
total, and has already taken 330,000 ha 
out of rotation. 

Small rivers and lakes are being used 
for the dumping of rubbish and industri- 
al and agricultural waste. Only 20% of 
effluent from urban settlements is 
treated. Farms pollute local rivers and 
streams with badly stored agricultural 
chemicals. Car and lorry drivers often 
wash their vehicles in rivers and lakes. 

Mongolian scientists have calculated 
that over the past 20 years there has 
been a 60% reduction in the productiv- 
ity of pastures. Each year, 7 million ha 
are lost to damage caused by voles and 
locusts. Some 500,000 ha of pastureland 
has been ruined by vehicles forced by 
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REVIEWMAP by Andy Tang 
the lack of surfaced roads to drive cross- 
country; some towns have as many as 
100 such tracks leading out of them. 
Over the past five years, 5.4 million ha 
of pasture has been destroyed by steppe 
fires. 

Overhunting has reduced the num- 
bers of the Dzeren steppe antelope from 
1.5 million in 1940 to around 200,000, 
while wolves are on the increase, killing 
15,000 head of livestock in 1987, their 
natural prey — wild sheep and goats — 
having been hunted for sport. 

In Ulan Bator, air pollution caused 
by factory smoke and exhaust fumes is 
made particularly bad in winter by the 
wide use of wood and coal stoves, which 
consume almost 1.5 million tonnes of 
coal and 90,000 m3 of wood of year. One 
local power station alone produces half 
a tonne of sulphur and 20 tonnes of ash 
per hour Not surprisingly, chronic 
bronchitis is widespread among the cap- 
ital's children. ü 
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Men accustomed to 4 

resolving the problems c 
The result of a process built up, year c 
after year, by men who are attentive — 
and sensitive, men who have turned 

programming into a means of rationa- 
lizing creativity in all the major sec- 
tors of construction. Men who have 
know-how to build works of major im- 
portance : railways, motorways, brid- 
ges, industrial and civil constructions, 
dams and hyaroelectric plants, irriga- 
tion system, water treatment and pu- 

rifying plants, nuclear power plants, 

etc. An organization equipped to deal 

With allthe needs ofthe customer: de- 

sign of works, construction manage- 
ment, management and also the pro- 
vision of technical assistance, tran- 
sfer of know-how, industrial purcha- 
sing, organization of contract mana- 
gement as well as diversification in 
the sectors of financial engineering 
and counter-trade. 
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QXL builds to last 
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PAKISTAN 


Ghosts of politicians past 


Two dead men spell the difference between the parties 


X By Ahmed Rashid in Lahore 


| f Pakistan’s general election is held on 
schedule on 16 November, the real po- 
litical battle may well be fought between 
the ghosts of two dead men: president 
Zia-ul Haq, killed in a plane explosion 
on 17 August, and the prime minister he 
overthrew, Zulfikar Ali Bhutto, whom 
> Zia hanged in 1979 for conspiracy to 
+ murder his political opponents. 

Zia has been declared a shaheed, or 
martyr to Islam, by the army and politi- 
cians wanting to use his name to retain 
power. So has Bhutto, by his daughter 
Benazir, who heads the main opposition 
Pakistan People's Party (PPP) and con- 
stantly invokes her father's name. 

The politics of Pakistan's two mar- 
tyrs still loom largely over the fears and 

expectations of an uncertain public. 
* When Zia died along with the army's 

top brass, his civilian protégés in the 
> cabinet quickly tried to build a cult 
around his name. The airport and a new 
medical complex in Islamabad are to be 
renamed after him, streets in every city 
“will bear his name and his home in 
Rawalpindi is being turned into a na- 
-tional shrine. The government-control- 
Jed media was told to prefix his name 
* with the word Shaheed. 
© Federal and provincial ministers 
--then rapidly moved to split the ruling 
Pakistan Muslim League (PML). Using 
_Zia’s name and invoking his political le- 
;gacy, they are attempting to forge a 
-broad-based alliance among rightwing 
"and Islamic parties to counter the oppo- 
- sition Movement for Restoration of 
- Democracy and its major component, 
- the PPP. 

They have been temporarily up- 
staged, however, by another “martyr,” 
albeit a living one: former prime minis- 
ter. Mohammed Khan Junejo, whose 
governmnt was dismissed by Zia in May 
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and who still heads one faction of the 
PML. It was his dismissal that sparked 
the prolonged political crisis. Junejo’s 
claims to be a martyr of Zia’s arbitrary 
powers have received unexpected pub- 
lic support. Like other opposition par- 
ties, his is demanding party-based elec- 
tions, full democracy and the replace- 
ment of the cabinet by neutral people 
who will not attempt to rig the elec- 
tions. 

Junejo represents that section of the 
establishment and the feudal lobby 
which likes neither Bhutto's policies nor 
that of the army and its civilian protégés, 
and claims to follow no "ism," only 
democracy. 

The image of her father as a martyr 
that Benazir has been conjuring up, 
many observers claim, has suffered now 
that her father's hangman is dead and 
there is thus no political target against 
which she can focus popular opposition. 
She is, however, personally popular — 
and her pregnancy and birth of a son re- 
cently may have enhanced this — and in 
the public eye she is cast in the role of an 
underdog struggling against the powers 
that be. 


I: the campaigning, the shaheed syn- 
drome manifests itself when Zia's and 
Bhutto's supporters invoke their re- 
spective legacies. But they come un- 
stuck here. Zia's legacy, as his support- 
ers describe it, is the Islamisation of the 
social and political fabric of the nation 


and support for the Afghan mujahideen | 
resistance against the Soviet-backed | 


Kabul regime — but this is hardly vote- 
catching. 

Zia is better remembered for martial 
law, manipulated non-party elections, 
one-man rule and the political vacuum 
of his last few months as he laid plans for 


-a future in which democracy did not fig- 
ure. It is not rich pickings for his sup- 
porters and a month after his death they 
were already invoking his name less. 
Attempts to persuade one of Zia's two 
sons to join their political bandwagon 
have failed. 

Benazir has also steadily moved to 
the right of centre in order to woo the 
establishment and convince the army 
that she would be a reliable head of 
state. She has abandoned her father's 
1970 election-winning slogan of "food. 
clothes and shelter," saying it is too 
radical. There has been no substitute 
and the PPP manifesto offers little that 
is different from that of any other party. 

There is some doubt over whether 
the shaheed syndrome will be a vote 
getter for either side. The concept of 
shaheed is not as emotional a factor 
among Sunni Muslims, who make up 
75% of Pakistan's population, as it is for 
the minority Shias. In any case, there is 
also great controversy about who is eli- 
gible to be a shaheed. Zia's detractors 
claim the government had no business 
burying him in the sumptuous King Fai- 
sal Mosque in Islamabad and that he did 
not deserve to be called a martyr. 
Bhutto’s critics claim that he was no- 
thing but a tyrant. 

The public is aware that the real issue 
at stake for all the political parties is not 
| who the better martyr is, but what role 
| the army plans for itself in any future 
set-up. When the new chief of army staff 
Gen. Mirza Aslam Baig asked Acting 
President Ghulam Ishaq Khan to take 
over on 17 August, it was the first time 
in 30 years the army had allowed a con- 
stitutional transfer of power rather than 
take over itself. Few people, however, 
believe that the half-million-strong 
army, which consumes 60% of the state 
budget, can afford to stay neutral for 
long. 

The generals have no immediate fear 
of public resentment building against 
them as in Burma, because all politi- 
cians now realise power has to be shared 
| with the military. All political parties 
| have indicated to Baig that they will ac- 
cept the rules of the game for the forth- 
coming elections, as laid down by the 
army. They have no choice, for if law 
and order breaks down or there is a 
crisis on Pakistan’s borders, there is lit- 
| tle to stop the army stepping in and 
| declaring matial law. 
| All the parties have willingly moved 

to the political centre, which is accept- 
| able to the establishment. None, except 
| 
| 
i 
i 


the fundamentalist Islamic parties, offer 
any radical or even different solution to 
Pakistan's problems. 

Lacking any real differences in poli- 
| tical programmes or ideology, all they 
| have left is the invocation of their re- 
| spective shaheeds. Observers hope that 
i if free and fair elections are held, the 
| ghosts of Zia and Bhutto may finally be 
laid to rest and Pakistan can get on with 
shaping its real political future. 
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You're looking at 
the very latest in 
telecommunications. 


Less than eleven months to go before the start of the 
Chinese National Games in Guangzhou, Southern 
China. Before then, a cellular mobile telephone 
system had to be operating in the area. 

The Telecomms authorities in the Guangdong Pro- 
vince had to find the supplier who, in that short time, 
could offer the most advanced solution. A flexible 
system with built-in capacity and expansion possibili- 
ties. 

The contract went to Ericsson, the most experi- 
enced supplier of cellular mobile telephone systems. 
More than 1,200,000 subscribers in 29 countries on 
5 continents make telephone calls over our systems. 
The system uses the AXE exchange already adapted 
to China's public telephone network. 





The installation was made in close co-operation 
with the customer and we took full responsibility for 
training both on site and in Sweden. 

When the Pearl River area is fully covered, mobile 
telephone subscribers in the Guangdong Province will 
be able to communicate with the whole world, whet- 
her they are in boats, cars, trains or simply walking 
down the street. The system will also allow people 
from other parts of China, Hong Kong and Macao to 
use their own mobile telephones when visiting the 
area. 

Ericsson mobile telephone systems. The fastest 
way to profit from the latest in telecommunications. 


ERICSSON Z 


Ericsson Radio Systems AB 
S-164 80 Stockholm, Sweden. Telephone: +46-8 757 0000. 





WITH SUCH A CLASSIC CUT AND LACQUERED BUTTONS 
IT COULD ONLY BE THE DUNHILL BLAZER. 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 
inherent British values but of quality the world over. 





"The Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, while the design of 
the lacquered buttons adds that exclusive touch. In fact, the cut of this blazer is such that it can be worn comfortably 
on both formal or more casual occasions with total confidence. 
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€ PETER Ustinov probably had a 
chuckle or two at the news last week 
that four colonels of the Soviet army 
had watched British military exercises, 
a result of the Helsinki Agreement 
which he probably did not envisage 
when he wrote his comedy The Love of 
Four Colonels. Russians have also been 
inspecting US manoeuvres. Given these 
mutual inspections, I wonder whether I 
have discovered a vital clue to the mys- 
tery ofthe drugged athletes at the recent 
Olympic Games. The following photo- 
graph and caption were spotted by 
Joseph Wendell in the columns of The 
Korea Times: 


AP-Yc 


'onhap 
A Soviet delegation touring the Tooele Army Depot is given a presentation about 
a MC-1 CB chemical agent bomb during their tour of the depot outside of Salt Lake 





The man on the right may be simulat- 
ing, but the bomb is reportedly filled 
with a stimulant. Can it all have been a 
CIA — or even a KGB — plot? 

@ I MUST be careful here for the Rus- 
sians are evidently keeping a close eye 
on the REVIEW. Our man in Peking, 
Robert Delfs, was chatting recently 
over a few glasses of sickly sweet wine 
with the newly arrived Peking corres- 
pondent for Trud, a Soviet publication 
aimed at a proletarian readership. The 
new correspondent related how he had 
been inspired by the situation in China 
— the changes in the leadership, the go- 
stop economic policies, the new re- 
forms, the crackdown on corruption 
and all the other complex issues facing 
the Third Plenum. He had filed a big 
feature to Moscow. 

His editors spiked the story. “Alex,” 
they told him on the telephone, “We 
don’t need such big analyses. We are 
Trud, the workers’ paper. You’re writ- 
ing for the workers, not for the Far East- 
ern Economic Review.” 

€ THE REVIEW is, however, given a 
complimentary mention in another 
Soviet context — in Julian Semyonov's 
best-selling spy thriller, Tass is Au- 
thorised to Announce . . . (2.5 million 
copies sold in the Soviet Union alone). 
On pages 91-92, a certain Maj.-Gen. 
Konstantin Ivanovich Konstantinov is 
sitting in the KGB headquarters in Mos- 
cow when he receives an urgent field in- 

uiry from one of his agents in the fic- 
tional African country of Nagonia, ask- 
ing for information on an American 
who was once involved in a scandal in 
Hongkong, and who later served in Viet- 


TRAVELLER'S TALES 











nam (of course, later in the story he 
turns out to be an evil CIA agent for- 
merly involved in the heroin trade). But 
the Russian bestseller is realistic to the 
point of flattery. “As regards the scan- 
dal,” Konstantinov’s secretary reports, 
“All we have is a reference in China 
Analysis and the Far Eastern Economic 
Review.” 

€ ONE of the most impressive recent 
symptoms of glasnost, Robert Delfs 
adds, was an Associated Press item 
printed in Peking’s English-language 
newspaper China Daily on 7 October 
which, with a San Diego dateline, re- 
ported: “Four Soviet yacht clubs have 
officially registered as challengers in the 
next America’s Cup.” 

The yacht clubs are those of Tallin, 
Leningrad, Odessa, and Poti. It all in- 
spires wonderful images. Just imagine, 
a 20-m, hi-tech, red-sailed, Soviet 
sloop named Tovarich, owned and skip- 
pered by Moscow billionaire, Dmitri 
Bondovich, number 007, flying the 
hammer-and-sickle ensign and a Krem- 
lin-design spinnaker, with 200-kg ex- 
Olympic weight lifters sweating at the 
winches, and a little trouble with leftist 
deviationalism. “Nyet, Yuri! Star- 
board, Yuri! Starboard!” “Da, da!” 

As Khrushchev once said to Nixon, 
“We will bury you.” As Bush might say 
to Gorbachov, “Our yacht can beat 
your yacht.” 

€ WHICH reminds me of one of the 
best cracks of the US presidential elec- 
tion so far, anent the Republican vice- 
presidential nominee, who didn't serve 
in Vietnam and who is rather rightwing 
on defence matters. 

Q: What do you get if you cross a chick- 

en with a hawk? 

A: A quail. 

€ IF the Russians do indeed com- 
pete in the America's Cup and the race 
takes place in Australian waters, I trust 
they will have a better navigator on 
board than the editors of the Moscow 
News who (in a feature spotted by P. J. 
Anderson) asked various foreign jour- 
nalists to comment on East-West dé- 
tente. One comment was headed: 


A FEW PEN STROKES 
WON'T ELIMINATE 
DISTRUST 





The Canberra Times 


Frank CRANSTON, 
‘The Canberra Times’ 
(Canadal 





@ MIND you, sometimes the Austra- 
lian sense of geography is hardly per- 








fect. This item, reproduced in toto, was 
published in the Melbourne newspaper 
Business Daily which was launched last 
year and has since, perhaps understand- 
ably, folded: 


Cattle for Indonesia 


A landmark livestock shipment, 
including 200 Friesian cows, is 
due to leave Fremantle for Bang- 
"n y, in fe first stage of a 

million, » 

aimed at making Thailand. seit 
sufficient in dairy products. 

@ FOR sheer geographical nonsense, 
however, we must go to Britain, for an 
item spotted by Bob Newman in the 
pages of a special feature on motoring 
produced by the consumer magazine 
Which?, giving the “Best of British" ac- 
colades to the Nissan Bluebird: 


Nissan Bluebird £8297 to £1399 











(I know, Nissan manufactures in En- 
gland and I'm sure British workers pro- 
duce a sizeable percentage of every 
model; but it still looks peculiar.) 

@ HOWEVER, the most original 
geographical bloomer comes this week 
from China, on the label of a Tianjin- 
made fire extinguisher, photographed 
by P. L. Yang. Like most things 
Chinese, it is of great age: the last line 
reads: MFG DATE: 198. 

But the label also features one, ad- 
mittedly rather Swiftian solution to the 
Irish problem. It describes the article as 
an EIRE EXTINGUISHER. 


~ 
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The next time you fly, 


remember the golden rule. 























Glimpses of Gandhi as the 
Mahatma-in-the-making 


By Lincoln Kaye in Bombay 


he National Archive of India has 

made its first foray into the exclusive 
world of rare book auctions. It has spent 
a total of £290,000 (US$491,525) at 
Sotheby's of London to purchase two 
collections of letters written by the 
father of India's independence, Mohan- 
das Karamchand Gandhi, to a couple of 
his early disciples. 

The letters date back to Gandhi's 
formative stint in South Africa at the 
turn of the century. There Gandhi 
transformed himself from a tongue-tied 
fledgling barrister to a highly success- 
ful attorney, and then to the leader of 
the non-violent struggle for the civil 
rights of South African Indians. In the 
process, his style evolved from that of a 
traditional family man from Gujarat to 
that of a somewhat Westernised profes- 
sional, and finally to a self-abnegating 
Mahatma (the great-souled one). 
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His closest followers — 
like Hermann Kallenbach 
and Henry Polak, the Euro- 
pean liberals to whom most 
of the recently acquired 
letters were addressed — 
became caught up in Gan- 
dhi's early seminal “experi- 
ments with truth." The cor- 
respondences, particularly 
Gandhi's letters to Kallen- 
bach, provide glimpses into the de- 
velopment of Gandhi's moral vocabu- 
lary. 

Reading these papers is like reading 
the private correspondence between, 
say, Buddha and Ananda or Jesus 
Christ and St Mark — a form of com- 
munication of a far greater intensity 
than normal, between a self-conscious 
religious man and his intimates. Resear- 
chers like professors Susan and Lloyd 





Asian authors push for 
a statute of imitations 


By Sally Adamson Taylor in Hongkong 


sian countries, especially China, 

have been slow to recognise the 
value of copyright laws. But in the past 
two years, three.major Asian publishing 
nations — Singapore, Taiwan and 
South Korea — have enacted national 
copyright laws and now are reaping the 
economic benefits. More slowly but still 
surely, the creators of intellectual prop- 
erty, the region’s writers, composers, 
photographers and lyricists, are begin- 
ning to appreciate the protection pro- 
vided by copyright laws. According to a 
growing chorus of artists of one type or 
another, the copyright trend in the re- 
gion is confirming the maxim that mak- 
ing money spurs creativity. 

But the economic benefits to the 
BAR industry has been the most visi- 

le sign of the new laws. Printers in 

Taiwan, Singapore and South Korea, 
once labelled publishing pirates, are 
now competing for export business. 

In Singapore, for instance, local 
printers — though backed by govern- 
ment aid and other incentives — had 
long suffered from the tag “blackmarket 
haven," which had cost them worldwide 
business, especially to Hongkong which 





has copyright laws. Publishers did not 
want to risk having their books printed 
in double the quantities they had or- 
dered and then finding that extra stock, 
virtually identical pirated versions, for 
sale at a later date. 

This changed in mid-1986 when the 
Singapore Government passed a com- 
prehensive copyright bill. By 1987, ex- 
port printing revenues jumped by 39%, 
exceeding Hongkong's growth for the 
first time. (It is not clear, however, how 
the printing industry will be affected by 
the government's decision to allow pi- 
rated versions of a magazine such as the 
REVIEW.) This was mirrored in South 
Korea, where, also because of a new 
copyright law, printers boosted their 
smaller overseas printing revenues by 
41% last year. 

Even Taiwan, which lacks an official 
status in international copyright law, is 
following the trend. Publishing consult- 
ant Adrienne Lam recently negotiated a 
contract in Hongkong between Taiwan 
and the Soviet Union for a Chinese-lan- 
guage translation of the best-selling 
book Children of the Arbat by Soviet au- 
thor Anatoli Rybakov. The book is pro- 
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The charismatic Gandhi. 





Rudolf of the University of 
Chicago say the letters to 
Kallenbach and Polak can 
potentially deepen schol- 
arly understanding of Gan- 
dhi’s history-shaping 
charisma. 

Many followers of Gan- 
dhi consider the Indian Cul- 
ture Ministry’s outlay on the 
letters as anathema to the 
Mahatma’s ideals. “It is just 
another dubious bid by the 
state to lay claim to his man- 
tle,” says Gandhi's grand- 
daughter, Sumitra Kul- 
karni, a former member of 
India's parliament, who 
quit partisan politics after 
the 1975-77 interlude of emergency 
rule. Gandhi's compatriot in the free- 
dom struggle, Usha Mehta, believes the 
Mahatma would have been shocked by 
the extravagance of the purchase. 
Mehta now heads a privately funded 
Gandhi memorial library and museum 
in Bombay. 

The correspondences themselves at- 
test to the almost obsessive frugality of 
Gandhi, which he also advocated for 





tected outside Taiwan and China be- 
cause Moscow joined the Universal 
Copyright Convention in the 1970s, and 
has become a strong supporter of inter- 
national copyright. 

Such moves have mainly boosted 
Asia's publishing industry, but, in the 
long run, the real benefactors are Asian 
authors and composers, who are now in 
a stronger position because of the recent 
formation of authors' societies. 

“The formation of authors’ societies, 
which is an integral development of 
copyright law, will enable authors to re- 
ceive their just reward from commercial 
users who use the authors’ works as a 
tool in their trade," says Jimmy Yim, 
Asian regional delegate to the Interna- 
tional Confederation of Societies of Au- 
thors and Composers (CISAC), which 
has offices in Hongkong and Singapore. 

Yim adds: “In South Korea, com- 
posers in KOMCA, the music authors' 
society, have negotiated a contract with 
the South Korean Broadcast Systems 
for the first time granting broadcasting 
royalties to music authors. And there 
are also active negotiations between the 
authors' associations and major broad- 
casters in the Philippines, Taiwan and 
Singapore." 

Because advertising companies in 
countries with copyright laws can no 
longer use music free of charge in their 
commercials, they are finding it more 
feasible to pay royalties to local com- 
posers and jingle writers than to 
negotiate with international sources for 
copyright clearance. This has trebled 





20 OCTOBER 1988 e FAR EASTERN ECONOMIC REVIEW 








others. In a bid to save money on T But it was not until last month that the 


stationery, he used waste paper, the 
backs of envelopes and old advertising 
flyers. Gandhi had extracted repeated 
formal vows of abstemious living from 
Kallenbach, a self-made millionare ar- 
chitect, and these documents, penned in 
Gandhi's headlong scrawl and signed by 
Kallenbach, are also part of the pur- 
chase from Sotheby's. 


| n accordance with the usual practice of 
the London auction house, the iden- 
tity of the papers' original vendors has 
been kept secret, but Indian scholars 
believe they were in the possession of 
the descendants of Kallenbach and 
Polak. Kulkarni thinks that Polak has a 
surviving nephew in Britain, whom she 
says she would like to hear from because 
they “share a common spiritual ances- 
tor." 

This might be the case, but the direc- 
tor of the National Archive, R. K. Perti, 
suspects the documents’ vendors, or 
their agents, of having behaved in a 
dubious manner. Indian diplomats, bid- 
ding at the auction on behalf of the ar- 
chive, found themselves up against a 
handful of anonymous counter-bidders, 
whose authenticity Perti also doubts. 
Could it have been a staged perform- 
ance so the documents’ closing price 





the earnings of jingle writers in Thai- 
land, Singapore and Malaysia. 

This new-found awareness by au- 
thors of copyright models has perco- 
lated through to Indonesia, where the 
authors' society says protection is in- 
adequate. They say this inadequacy has 
arisen because of a loophole in a bila- 
teral agreement between the govern- 
ment and the European Commission, 
which went into effect on 1 June this 
year, to protect the copyright of a speci- 
fic sound recording only, but not the in- 
dividual work of a musician. This means 
that Indonesian pirates could actually 
record foreign songs legally without 
paying royalties. 


he fever of copyright action has 

even spread to New Zealand, where 
the authors' society, Anzcap, is in- 
volved in amending the 1962 Copyright 
Act, which the government is currently 
revising to correspond with technologi- 
cal developments since that date. 

In Hongkong, one of Asia's model 
authors’ societies for music composers 
has proposed a blank tape royalty to 
help cover the lost royalty revenues re- 
sulting from extensive home taping in 
Hongkong. This follows the recent suc- 
cess Australian authors have had in sec- 
uring a government pledge to introduce 
a blank tape royalty system. 

"Home taping in Hongkong is so 
prevalent it is not possible to ignore it," 
says Yim. The impact on the music in- 
dustry as a whole is a concern, coupled 
with the advent of the new digital tape 





[Gandhi as the father of independence. 





would be jacked up to nearly three times 
Sotheby's reserve price? 

The Kallenbach correspondence, 
consisting of 280 letters and 135 tele- 
grams, finally sold for £170,000 in De- 
cember 1986, while the Polak letters 
went for £120,000 in February this year. 


recording which affords perfect copies. 
Blank tape royalties, where a small sur- 
charge on the sale of each tape is shared 
by authors, performers and producers, 
have been employed successfully in sev- 
eral European countries." 

And authors, especially those who 
write in Chinese, are becoming increas- 
ingly angry at publishers who ride 
roughshod over copyright principles. 
Much of their discontent is directed at 
China which remains one of the few 
countries outside the international 
copyright umbrella. The renowned 
Taiwan writer Bo Yang, for example, 
intends to claim royalties he says main- 
land publishers have denied him by sell- 
ing pirated copies of his work. 

All this attention to copyright is 
worrying publishers in China — which 
has the largest potential market for 
Chinese-language publications. Li Shu- 
xian, the last wife of China's last 
monarch, admitted she had not received 
any royalties from her late husband's 
book From Emperor to Citizen, pub- 
lished in China in 1964 and one of the 
sources for the box-office hit The Last 
Emperor. 

At the forefront of the campaign to 
promote copyright protection in China 
is the World Publishing Co. in Peking, 
whose vice-president Li  Bao-tong 
has already signed agreements with sev- 
eral Western publishers for remunera- 
tion of royalties in US dollars. 

This spurred the German publisher 





Springer Verlag to buy rights from a 
number of Chinese authors at the Sep- 








latter collection arrived at the archive, 
while the Kallenbach papers only be- 
came available to the public this sum- 
mer. And it may be a couple of years be- 
fore scholars have the chance to 
examine them because of the time re- 
quired to preserve them — a procedure 
involving heatless pressure-sealing of 
every page in plastic laminate by hand. 

Although the correspondence is 
spread over 37 years up until 1946, and 
includes letters from a dozen different 
authors (this is exclusive of telegrams), 
the bulk of the material is written b 
Gandhi himself between 1909 and 1914, 
the climactic years of the struggle in 
South Africa. Both Kallenbach and 
Gandhi were 40 then. 

Polak, who was 13 years younger, 
appeared to have been under Gandhi's 
wing. He first became a clerk in Gan- 
dhi’s Johannesburg law office, then 
studied law in London under Gandhi's 
sponsorship, and eventually inherited 
his practice (he even married because 
Gandhi urged him to). Polak also rep- 
resented Gandhi on several trips to 
London and India, and frequently ap- 
peared at the Mahatma's side during the 
Indian freedom struggle. 

Judging from the numerous Gandhi- 
Polak letters which are part of the al- 


tember Peking Book Fair. Such ar- 
rangements, however, can only be 
based on trust between authors and 
publishers for there is no legislation on 
foreign rights, and, though Chinese 
publishers announce new titles and no 
one else is supposed to reprint them, it is 
impossible to control piracy in China. 

"We have got a number of agree- 
ments with Chinese publishers concern- 
ing rights of various kinds," explains 
Alastair Scott, managing director of the 
Oxford University Press in Hongkong. 
"The fact that the agreements have 
been entered into is evidence that the 
Chinese publisher implicitly accepts that 
there is an intellectual property right in 
the work, and that it can be exploited. 
But the traditional attitude towards 
translations is that any publisher is free 
to translate. It's difficult to get money 
out of China for translations." 

In July, the Copyright Agency of 
China set up a copyright bureau in 
Hongkong of which “Chinese compat- 
riots in both Hongkong and Taiwan can 
take advantage.” Called the Copyright 
Agency of China in Hongkong 
(CACH), it will consolidate copyright 
agreements made by authors in Taiwan, 
Hongkong and China who seek its as- 
sistance, and will then seek to protect 
those agreements inside China. 

This move is China’s first formal step 
towards international copyright protec- 
tion, and serves notice that some parts 
of the Chinese publishing industry, 
whether in Taiwan or China, do recog- 
nise its economic advantages. Oo 
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ready-published collected works of 
Mahatma Gandhi of 90 volumes (these 
are not included in the Sotheby's acqui- 
sition) the two communicated in a rela- 
tively brisk, political tone. 

Gandhi's correspondence with Kal- 
lenbach, on the other hand, focused 
much more on intellectual and spiritual 
self-development. The two men were so 
involved in the parliament of ideas that 
they habitually addressed each other as 
“Upper House" and “Lower House.” 
Gandhi was upper, and over the years, 
the spiritual differential between the 
two houses widened — a fact both 
acknowledged. 

Gandhi's first letters in the Kallen- 
bach correspondence were written from 
Volksrust Gaol, where he was serving 
the first of his many prison sentences. 
Kallenbach was at the time staying on 
Gandhi’s communal farm outside Dur- 
ban. Kallenbach had donated 80 ha on 
which they later built “Tosltoy Farm,” 
the commune outside Johannesburg 
which was the staging base for the great 
satyagraha (truth-force) movements of 
1911-13. “Through you,” Gandhi as- 
sured him, “I fee] I am doing my share 
of the household chores.” 

Gandhi's niece, Kulkarni, says that 
upon her uncle’s release, Kallenbach 
bought a brand new Rolls-Royce to 
chauffeur his hero back from prison. 
But, appalled at this extravagance, 








Gandhi refused to ride in the car, and 
waited patiently at the prison gate until 
Kallenbach sold it back to the dealer be- 
fore both set off on foot. 

Gandhi then proceeded to London 
to drum up support for the cause, leav- 
ing Kallenbach behind to run the com- 
mune, a task which involved the build- 
ing of new houses. “No aristocratic 
simplicity this time," Gandhi ad- 
monished, chiding him for the stylistic 
hallmark that made Kallenbach the 
most fashionable architect in turn-of- 
the-century South Africa, “just simple 
simplicity.” 


E letters from this period, Gandhi was 
full of praise for what he called Kal- 
lenbach's large heart, as well as soli- 
citude and medical advice on his piles. 
The letters also appear to carry an in- 
creasingly strident undertone of nag- 
ging — Gandhi wanted Kallenbach to 
study Hindi (Kallenbach never man- 
aged to do that). From the contents of 
the correspondence, it appeared that 
both expected an early solution to the 
South African struggle, and hoped they 
would then transfer their reformist la- 
bours to India. 

But, the longer he stayed in London, 
the clearer it became to Gandhi that the 
anti-Indian repression in South Africa 
could not be negotiated early, and that a 
protracted bout of "unadulterated pas- 





sive resistance" was in store. As the 
struggle dragged on, Gandhi offered his 
sympathy to Kallenbach for having “got 
more than you bargained for. That, un- 
fortunately, is the price friends pay for 
close association with me." 

By 1911, when the political struggle 
in South Africa seemed stalled, Kallen- 
bach was groping within himself for a 
sense of purpose. He contemplated 
going to Palestine (he was a Jew with 
evidently stronger Zionist instincts 
than his co-religionist Polak), but de- 
cided to visit his family in Germany in- 
stead. Before he left, he pledged to 
Gandhi in writing to remain frugal and 
celibate. 

When he returned to South Africa, 
he went through a crisis of self-doubt, 
apparently because of some unspecified 
collapse in his self-imposed standards of 
conduct. Gandhi nursed him through 
this period, by turns forgiving him, then 
gently chastising and exhorting him to 
snap out of his self-pity. At one point, 
Kallenbach was tormented in his belief 
that, without Gandhi, his individual 
capacities were meagre. 

Gandhi, however, retorted: “You 
are not hypnotised. You are acted upon 
by what is good in others . . . this is what 
every one of us does. . . I surrender my 
judgment to Mr Gokhale’s in matters in 
which I hold him to be my superior. I 
surrender my judgment to yours in gar- 
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dening, architecture and 
several other matters...” 


Nevertheless, when in 
1913, Gandhi markedly in- 
creased the monastic au- 
sterity of his ashram 
routine — on the one hand, 
he rhapsodised about the 
spiritual dividends of his 
new asceticism while, on 
the other, dissuaded 
“Lower House” from fol- 
lowing suit as he was not 
yet ready — Kallenbach 
became confused and 
started talking about Pales- 
tine again. 


W. hat finally pulled him 
out of this dilemma 





Street vendor sells posters of the Mahatma. T 





was a succession of events: 
beginning in 1913: the protracted Trans- 
vaal to Natal March and the Newcastle 
miners' strike that brought the South 
African struggle to a head, and became 
the template for all of Gandhi's sub- 
sequent satyagraha non-violent mass 
political actions. When Gandhi was im- 
prisoned, Kallenbach negotiated with 
officialdom, coordinated logistic sup- 
port for the 5,000-strong non-violent 
army, and single-handedly neutralised a 
White lynch mob. He eventually ended 
up in jail himself. 
The relentless 


drive eventually 





brought the South Africans to the 
negotiating table, and a compromise 
settlement of Indian grievances was 
reached. Gandhi and Kallenbach were 
freed in mid-1914, and set off, under a 
deluge of congratulatory telexes from 
Indians in South African, (all of which 
are part of the Sotheby's papers) for Lon- 
don and India. British authorities, how- 
ever, detained Kallenbach in Britain 
soon after the outbreak of World 
War I. 

Gandhi went on to India, and his 
1915 letters to Kallenbach from there 









are as poignant as they are 
illuminating about the ini- 
tial impressions of the 
Mahatma-to-be about the 
country whose destiny he 
was to mould. Kallenbach, 
for his part, was unable to 
get to India until 21 years 
later. During World War 
II, the two often wrangled 
over Gandhi's prescription 
for a response by the world 
Jewry to the persecutions 
of Adolf Hitler — Gandhi 
advocated *meek martyr- 
dom" — which Kallenbach 
could only accept on an in- 
tellectual, but not emo- 
tional level. 

The bitter irony was 
that. Kallenbach was de- 
tained once again as a German national 
by the colonial authorities in South Af- 
rica during World War II until he died in 
1945, broken in body and spirit. The last 
letter in the Sotheby's collection is one 
from Gandhi to Kallenbach's niece, 
written from a camp during Gandhi's 
celebrated trek accross riot-torn East 
Bengal during India's Partition. *The 
memory of departed dear ones," he 
writes her, “becomes a treasure to the 
extent that it enables us to translate in 
our lives the best parts of the dear 
ones." Oo 
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roughest strips in the 
toughest conditions. 

The CN-235 is new, but 
CASA's aviation know-how 
is based on half a century's 
experience. Deeds, not 
words, are what air forces 
care about. That's why 
the CN-235 is welcome. 
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Max. landing weight: 14,200 Kg. (31,305 lb.). 
complement to Max. zero fuel weight: 13,600 Kg. (29,983 lb.). 
larger aircraft. Max. payload: 5,000 Kg. (11,025 lb.). 
Patrol, anti- Max. capacity: 53 soldiers. 
p Power Plant: 2xGE CT7-9C. 

submarine Max. T.0. Power: 1,750 SHP 
observation... 


(1,870 SHP APR ON). 
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«Je suis la Beauté - Paris». When we asked the Czechoslovakian artist, Kolar, to interpret The Fine Art 
of Flying he responded with his famous, multi-image rollage technique. "Paris", he reflected, "is a love 
affair with a fascinating woman - she will open many worlds to you and yet always draw you back". Air 
France leaves Paris for the world more than 150 times every day. And every flight is a love affair. 


Connections make the world go round. 
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Bulk carrier: Asian inter-port cargoes increasing. 








Asian lines face shift in trading patterns 


New prospects and new problems 


By Michael Westlake in Hongkong 


he ceasefire in the Gulf was the major event for all inter- 
E shipping sectors in 1988, with bankers and 

merchants active in both Iran and Iraq to open up trad- 
ing, and shipping companies expecting Middle East trade 
prospects to rise by early 1989 if the peace could be main- 
tained. 

But while prospects in the Gulf might be bright, trading 
patterns have been shifted by the war and a clearing-up oper- 
ation of massive proportions will be needed before any 
semblance of normality is restored. Liner and bulk traders 
were expecting a boom in trade in construction materials to 
help rebuild shattered ports, but non-oil cargo outbound 
from both countries was expected to be a problem for a long 
time while the war-ravaged economies recover. 

Despite the ceasefire, a half-year review of 1988 by 
Clarkson Research Studies Ltd predicted 
that Gulf shipping insurance rates were un- 
likely to fall for several months. This was 
partly because there were doubts about the 
efficiency and thoroughness of minesweep- 
ing operations in the southern Gulf and 
partly through fears that Iran's Govern- 
ment did not have control over some of the 
extremist factions operating more or less 
autonomously in small gunboats for the 
past two years. 

Another problem was the future dis- 
position of the Iranian shuttle tanker and 
storage fleet of 47 vessels, which pre- 
sumably would no longer be needed to 
facilitate Iran's oil export operations in 


The Gulf 
China trade 
Development 


Japan 
Philippines 
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the southern Gulf. This would mean, at least in theory, that 
about 20 vessels, mostly very large or ultra-large crude 
carriers (VLCC/ULCCs) could be sprung back into the 
world market, plus vessels chartered by other Gulf oil-ex- 
porters to make ship-to-ship transfers outside the Strait of 
Hormuz. 

However, a Lloyd's Shipping Economist study said that 
most of the shuttle vessels were relatively old and poorly 
equipped by modern standards, so their chances of employ- 
ment anywhere else in the world would be slim, short of 
major and possibly uneconomic refitting. Also, because of 
the damage to Iran's oil refineries, some of these vessels 
could be retained to carry Iran's imports of petroleum pro- 
ducts. 

Elsewhere, there were conflicting views of the prospects 
for the world's economy, with the Clarkson 
study saying that uncertainty over the 
real causes of last year’s stockmarkets 
crash continued to hamper attempts to de- 
fine the current outlook. It seemed that 
despite short-term prospects having im- 
proved, a slowdown of some sort could be 
expected in 1989 and 1990, with the pace of 
economic expansion picking up again in 
1991. 

Economists in the US were becoming 
far more cheerful than previously, pointing 
to confidence being rebuilt in stock- 
markets, among other positive signs. How- 
ever, the massive US trade deficit still 
posed enormous potential for disaster, and 
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Canadian National Railways makes 


systems for management information 
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it seemed that some level of trade protectionism was inevita- 
ble at some stage. | 

Transpacific liner trade has been suffering from an in- 
crease in capacity along with poor rates, caused by slow 
eastbound trade in the wake of reluctance to take chances 
after the stockmarket crash. Westbound trade, in contrast, 
has been booming because of the weak US dollar, but rates 
have been lagging behing the increase in volumes. Members 
of the Asia-North America Eastbound Rate Agreement 
(Anera) filed the massive total of 15,209 independent actions 
— by which they individually declare rates different to those 
agreed within Anera — between January and August this 
year, thus making nonsense of the published rates. 

With rate erosion thus already a severe problem for all 
operators in their attempts to maintain market share, indus- 
try load factor from Asia to the US West Coast was predicted 
to drop to 80%, a fall of five percentage points — it was 
below 80%. for the first quarter of the year — while to the 
East Coast an increase of one point to 8096 was expected. 

Asia-Europe liner trading has been excellent, and predic- 
tions are that this will continue. New tonnage on the routes 
has brought a slight fall in rates, but strong European curren- 
cies against the US dollar have brought about a strong de- 
mand for China-originating goods. 

Liner trade between Asia and Australia has been stable, 
with ships often 100% full southbound 
and 60% full northbound, giving prob- 
lems for recycling empty containers but 
gladdening accountants’ hearts. 

Asian interport trading has risen to 
total about a third of all liftings, and 
though in 1988 at 34.1% of all liftings it 
has fallen 2.5 percentage points from 
1987, Asian cross-trading is a very signi- 
ficant market in its own right. Rates are 
likely to rise — the rate per 20-ft equiva- 
lent unit (TEU) inter-Asia has been 
lower than for oceanic routes, but de- 
mand is rising as manufacturing moves 
southwards from north Asia, driven by 
the high yen. 


B ut though volumes are high, com- 
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petition is strong and likely to 
increase, so rate rises will be kept 
under control. Prospects for increasing 
inter-Asian trade are excellent, as in 
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ternational Terminals — at a premium which makes shippers 
fear a rate rise must be on its way — yet another new terminal 
is likely to be triggered in February 1989, with a five-year 
lead-time expected before it is in use. 

Container operations in midstream in Hongkong in- 
creased by 32.276 overthe same eight months, and it was esti- 
mated that midstream operations were running at about 80% 
of capacity — or, with variations in scheduling causing book- 
ing problems at moorings, just about at total real capacity. A 
scheme is under study which would increase midstream capa- 
city by about 20% by relaying some moorings. 

Hongkong’s basic problem is that after years of adding in- 
cremental facilities wherever they were convenient at the 
time, with no thought to coordination of facilities, the har- 
bour is running out of space. Future container terminals in 
the harbour would squeeze out moorings, and a study now 
under way is expected to report next year on where a new 
container port might be developed as an addition to the exist- 
ing facilities at Kwai Chung. 

The situation for Hongkong, with extra capacity to come 
on line in the next few years but still likely to be working 
beyond capacity for some time, and to a lesser extent for Sin- 
gapore, which decided to add to its container facilities much 
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two or three years the new manufactur- 
ing centres in South and Southeast Asia which are now 
being fed raw materials from the north, returning part- 
finished goods to the north, will begin exporting in their 
own right. 

This burgeoning Asian trade is causing its own problems, 
however, in terms of overburdened port facilities, particu- 
larly in Bangkok and Hongkong. Bangkok’s congested port 
may become subject to long-discussed surcharges by shippers 
because of delays — scheduling ships has become something 
of a joke, with weekly scheduled feeder liners taking 20 days 
to turnaround at best from ports such as Hongkong. 

A new container port planned for Bangkok will not be 
ready until 1990-91, and the mid-term alternative of Sattahip 
was not designed for containers and so does not have suffi- 
cient container-stacking space — a problem similar to that of 
Bangkok's port. One possible answer, shipping men say, is 
off-dock bonded storage areas or "dry ports" at Bangkok and 
Sattahip, but the only long-term solution is the new container 
port. 

Hongkong. too, was facing problems — the trigger point 
for adding new container terminal space was raised from 9% 
increase in containers handled over several years to 12% last 
year, but from January to August this year containers hand- 
led have increased by 13.2% over the same period last year to 
1.96 million TEUs, with no sign of growth tailing off. Having 
this year awarded a new terminal contract to Hutchison In- 
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earlier, is complicated by Manila's ambition to become a 
major trans-shipment centre. A major port renovation 
scheme is under way in Manila, on the premise that distance 
and thus time can be saved by trans-shipping cargo via Mani- 
la instead of via Hongkong, Singapore or Kaohsiung. 
Further complications are being caused in Hongkong by 
the occasional statements from various officials in China to 
the effect that Chinese cargo could be handled by their own 
new ports which might be built in the south. Hongkong's pos- 
ition as the largest and most efficient port on the China coast 
could be endangered if projects such as Yantian port go 
ahead nearby, but only if China is able to set up a container 
port there along with more roads and other infrastructure 
faster than Hongkong is able to establish and then to imple- 
ment its own port and infrastructure development plans. 
Kaohsiung also announced new development plans for its 
northern shore, and gave notice to shipbreaking yards there 
that they would have to move — an action long awaited but 
delayed by the shipbreakers' local political clout. Discussions 
are going on about extending the period of notice and build- 
ing a new breaking area outside the port, but due to the high 
price of secondhand ships and hence of scrap, only one 
VLCC was sold to Taiwan for breaking in the first half of this 
ear. 
Shipbreaking was quiet generally, with four South Ko- 
rean breakers shutting down to leave only one major demoli- 
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tion yard in business there. Indian and Bangladeshi breakers, 
with lower labour costs, thus found more room for them- 
selves in the market and became more active. 

Shipbuilding is a sector in which problems still abound, 
perhaps most of all in South Korea — against which Euro- 
pean Community countries have launched an anti-dumping 
action in response to low prices and low shipping rates. But 
one problem in 1988 which staggered shipping men was the 
action taken by Hyundai Heavy Industries against Hong- 
kong-based World-Wide Shipping over three new VLCCs 
World-Wide ordered at rock-bottom prices in 1986. 

H three ships, and when told that a contract is a contract, 

responded by offering to complete the first two ships 
but to forget about the third. The dispute worsened to the 
point where World-Wide said it was being denied access to 
the first ship, which was virtually completed, and Hyundai 
said it had no budget left for the third ship. World-Wide took 
the matter to the courts, where it rests. 

Two orders for VLCCs to be built in Taiwan failed to 
come to fruition because of pricing problems, and the only 
others ordered were for the Japanese domestic market. 

Prospects of secondhand ship sales for domestic services 
in the Philippines and Indonesia were looking up as various 
restrictions were eased in Jakarta and tax breaks for charter- 
ing in tonnage were adjusted in Manila. The problem was 
price — in neither country were shipping companies flush 


yundai started by asking for a price increase on all 


with cash to dive into a rising market, and government or 








World Bank assistance was likely to be sought to finance pur- 
chases. Both countries’ domestic fleets are ageing, and a 
domestic shipbuilding programme in Indonesia is at present 
unable to provide new vessels in sufficient numbers or at a 


| price many local shipowners can afford. 


In general, shipbuilding seems to be in a trough between 
waves of orders. Tankers and combined carriers on order at 
mid-1988 totalled about 20.4 million dwt, according to the 
Clarkson study, or about 7.6% of the existing fleet. About 
86% of this new tonnage is due for delivery by the end of 
1989, but the age of the overall fleet indicates that a new wave 
of orders for replacements for the 1990s must occur eventu- 
ally. 

But the increasing price of newbuildings is making reten- 
tion of existing ships and the expense of refitting them more 
attractive than previously, because though prices of second- 
hand tankers have been rising, they have not risen as fast as 
prices for new vessels. 

Bulk carrier tonnage on order at mid-year was 11.9 mil- 
lion dwt, or about 6.3% of the present fleet, with 82% of the 
new orders to be delivered before the end of 1989. Bulk car- 
goes have been indifferent this year, with Australian coal ex- 
ports restricted by a series of mining strikes, and North 
America’s drought having shaken market confidence in the 
availability of grain for export. 

Prospects are for weaker bulk demand next year and 
hence a static market, which taken together with a relatively 
young bulk fleet would seem to rule out a rash of orders for 
replacements. oO 
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THE GULF 


Less oil on troubled waters 


years of war has naturally sparked optimism among 

shipping companies about the prospects of resuming 
normal trading in the area. Before the war, Iran and Iraq be- 
tween them provided about 40% of all Gulf cargo move- 
ments, and about 13% of the non-communist world’s oil 
supplies. 

But some of the trade prospects may prove somewhat elu- 
sive, as one effect of the war has been to shift patterns of 
trade in such a a way as to make a direct return to pre-war 
trade flows and ship-employment highly unlikely, if not actu- 
ally impossible. 

Also, because the still tenuous peace came about via a 
UN initiative at a time when both 


T: ceasefire between Iran and Iraq after almost eight 





last year looked at the potential damage a temporary closure 
of the Strait of Hormuz could cause to the economies of the 
US, Japan and Western Europe, and concluded that the ini- 
tial panic would send spot oil prices soaring by US$10-20 a 
barrel, with long-term damage to economic growth which 
would dwarf the initial balance-of-payments shift. 
According to the study, an average of 7 million — some- 
times more than 10 million — barrels of crude oil and pro- 
ducts were being carried through the Strait each day, rep 
resenting about 15% of non-communist world consumption. 
Had Iran managed to implement its threat of closing the 
Strait, however, the loss of this supply of oil would not have 
meant a shortage of that size in the short term. Excess pro- 





countries’ economies had reached 
rock bottom, the reasons for the war 
— historical, political and religious 
— have not gone away. Neither side 
won, so the fight ended in the style of 
two punch-drunk prizefighters stop- 
ping virtually exhausted when the 
UN referee stepped between them. 
There is thus little reason to suppose 
that, after a period of economic re- 
construction, the war could not be 
sparked off again. 

There is also little reason to sup- v 
pose that, should this happen, the 
West will not become involved 
again, either in the form of military 
escorts for shipping or even — if the 
threat to oil supplies was greater — 
direct intervention. 

A study commissioned by the In- 
ternational Association of Indepen- 
dent Tanker Owners (Intertanko) 








duction capacity outside the Gulf 
7 | area could be brought into use, and 
inventories could be drawn down. 
The study said that with a total 
capacity outside the Gulf of 43.8 mil- 
lion barrels per day (bpd) and con- 
sumption in the first quarter of 1988 
of 44.7 million, the net shortage 
would have been 0.9 million bpd. 
The study estimated inventories at 
600 million barrels above minimum 


operating levels, thus allowing 
plenty of time for action to re-open 
the Strait. 


But the study also predicted that 
closure of the Strait would lead to a 
crisis atmosphere in which refineries 
and traders were more likely to 
hoard and stockpile supplies, seek- 
ing extra oil instead of selling off 
what they owned, fearing that the 
crisis would worsen or that prices 
would rise and thus present oppor- 
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Burning oil rig: reconstruction need. 
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tunities to sell inventories at a greater profit. This would in- 
crease the overall demand and lead to a shortage instead of a 
surplus, and thus to a surge in spot prices. 

For instance, the study pointed out that in 1979-80, the 
loss of about 2 million bpd of Iranian oil sparked a build- 
up in stocks of an extra 2 million bpd from other sources. 
Also, the strength of the spot market in 1987 in the face of a 
worldwide oil glut indicated that even the threat of a closure 
of the Strait could push up the spot price by several dollars a 
barrel. 

According to the study, the direct effect of only a US$2 a 
barrel permanent price increase would be a US$12.5 billion 
increase in the total 1988 oil import bill for member-countries 
in the Organisation for Economic Cooperation and Develop- 
ment. But the indirect effect over 15 months would be a re- 
duction in GNP for the US of US$57.7 billion, Japan 
US$248.7 billion and France US$50.1 billion — though the 
study added that as these figures were derived from historical 
data, they should be treated as indicators of scale rather than 
as absolutes. 

The study cited various analyses showing that sharp oil 
price rises had preceded five out of six US recessions since 
World War II, and that a 1% rise in the oil price reduced real 
US GNP by 0.11% over 15 months, increased overall price 
levels by 0.09% , reduced real investment spending by 0.32% 
and increased unemployment by almost 








ing to a Lloyd’s Shipping Economist study, if all existing and 
planned pipelines are used at 95% capacity, then 75% of re- 
cent Middle Eastern export totals could be exported over- 
land, leaving only 25% for seaborne transport against the 
98% shipped in 1979, the last full year before the war. This 
would thus cut heavily into very large and ultra-large crude- 
carrier (VLCC and ULCC) operations, most of which centre 
on the Gulf. 

Iran’s attacks on the main Iraqi oil export terminals at 
Khor al Amaya and Mina al Bakr left them incapable of oper- 
ation. Iraq was thus forced to develop alternative export 
routes to the Red Sea and the Mediterranean and, with the 
removal of its exports from the Gulf, was free to hit Iran's 
seaborne exports. Iran, meanwhile, set up a shuttle service of 
tankers from its main export terminals to storage facilities, 
both moored tankers and land bases, in the southern Gulf. 

The Iraqi move to export oil overland has shortened the 
distance to Western markets and has produced a shift in ton- 
nage being used downwards from VLCC/ULCC size to 
150,000 dwt. Sending Iraqi oil via Saudi Arabia's Petroline to 
Yanbu, on the Red Sea, for instance, and then onwards by 
tanker results in a voyage from Yanbu via the Suez Canal to 
either Rotterdam or the Bahamas of about 2,700 nautical 
miles less than sailing from Khor al Amaya — a reduction of 
about 42% to Rotterdam and 30% to the Bahamas. To Mar- 
seilles, the reduction in distance is 57%. 

Total round-trip time, assuming 13 knots and five days in 





0.7% . These analyses also indicated that 
the effects might be cumulative over 
time, and that during 1961-82 oil price 
increases had more effect on real GNP 
and inflation in the US than monetary 
and fiscal policy combined. 

Thus the West's overwhelming need 
to keep the Strait open is clear, and the 
cost of maintaining naval fleets to escort 
shipping through the war zone must 
have seemed paltry to the governments 
concerned when the alternative was 
considered — and presumably would 
still be so in future. 

But while the ceasefire has been wel- 
comed by all quarters on humanitarian 
grounds, the economic implications are 
far from clear. Spot prices actually rose 
by close to US$1 a barrel when the ceas- |^ 
fire was announced, according to P 
Clarkson Research Studies Ltd, though 
nearly half of this was wiped out with 
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| Destroyed pipeline: new network. 
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rumours of renewed fighting. Analysts are still speculating as 
to whether Iran and Iraq will want to increase oil production 
to maximise revenue for reconstruction, or whether both will 
adhere to Opec desires to hold back production to quota levels 
and thus push prices up to long-breached official levels. 


Clarkson review of shipping trends produced in July 
estimated that Iraq could continue producing about 
2.7 million bpd and Iran 2.5 million because of the 


need for revenue to fund reconstruction of war-damaged | 


facilities, and points out that peace will not diminish either 
country's fiscal needs. 

Neither side is therefore likely to accept a reduction in 
output, leaving the rest of Opec to try to prevent a price col- 
lapse. By the end of 1989, Clarkson believes, Iraq could be 
exporting 4.3 bpd and Iran about 3.5 million. In comparison, 
Iran used to export 5.3 million bpd and Iraq about 3 mil- 
lion. 

But the war has changed the way in which the oil is moved, 
perhaps irrevocably. Iraq shifted its exports from the Gulf to 
pipelines and trucks, and further pipeline developments — 
intended to safeguard both countries' exports during the war 
— are continuing. In the next few years, these will make 
heavy inroads into tanker requirements in the Gulf. Accord- 





port, is 29.1 days from Yanbu to Rotterdam via Suez, against 
47 days from the Gulf around the Cape of Good Hope to Rot- 
terdam — the VLCC/ULCC route because the ships are too 
big to use the Suez Canal. Assuming a 95% load factor, the 
shorter route gives a tonnage requirement 38% less to move 
the same amount of cargo over six months than the longer 
route. Also, Suez Canal transit charges are outweighed by 
bunker savings on the shorter trips. The only penalty is incur- 
red by Iraq in the form of a levy to Saudi Arabia for use of the 
pipeline, but as this is in the form of oil “tribute” it can be re- 
garded as marginal. 

The net result has been a decline in the VLCC/ULCC 
share of Middle East oil cargoes from more than 75% in 1980 
to a little over 60% in 1987. Also, while virtually no oil was 
exported from the Red Sea area in 1980, before Petroline's 
completion, by 1987 this area accounted for 11.5% of total 
Middle East oil voyages, while in the Eastern Mediterranean 
the share rose from 6.2% in 1980 to 14.8% in 1987. 

Before the ceasefire, Iran was planning a pipeline to carry 
oil to Ceyhan in Turkey, and another line through its own ter- 
ritory to Jask, outside the Strait of Hormuz. Less specific 
schemes were under discussion for pipelines to the Soviet 
Union and the Eastern Mediterranean. The Jask pipeline, if 
built, would not affect ship employment because it would cut 
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Name one port 
that isn't different 
from all the rest. 





Odds are you can't. Because, by 
virtue of geographic location, the 
very nature of the shipping industry 
itself, great circle routes and more, 
each and every port around the 

| world is unique. There is no other 
port such as Hong Kong. Or 
Singapore. Or Kaohsiung. Or, indeed, such as 
PORT Hawaii. 

PORT Hawaii consists of seven deep-water 
harbors on four different islands and amedium- 
draft harbor on a fifth island. Honolulu Harbor, 
fronting the burgeoning downtown financial 
district of Honolulu, is the heart of the PORT Hawaii 
system of commercial harbors and is one of the 
busiest container handling facilities in the 





United States. Over 20 shipping lines regularly call 
on PORT Hawaii. 

Today, PORT Hawaii stands poised to play its 
role in the Age of the Pacific. We offer opportunities 
to astute companies seeking critical advantages in 
addressing the markets of North America, the Far 
East, Pacific island nations, Australia and New 
Zealand.We invite you to find out what PORT Hawaii 
can offer to your company’s performance. 

To help you do just that, we've produced a full- 
color 60-page PORT Hawaii Handbook packed 
with information. For your free copy, please write on 
your companys letterhead and address your 
request to: 1988-1989 PORT Hawaii Handbook, 
Harbors Division, 79 S. Nimitz Hwy., Honolulu, 
Hawaii 96813 USA. 


The best kept secret in the Pacific. 
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only about 500 miles off sailings, but 
the other schemes would cut still 
further into shipping companies’ 
prospects. 

For liner trades, the ceasefire pre- 
sents more clearcut opportunities to 
reopen direct links to both Iran and 
Iraq. Before the ceasefire, some 90- 
95% of containerised and other 
cargo destined for Iraq was being 
trans-shipped via Aqaba in Jordan, 
but now some of this can be re- 
routed overland from Kuwait until 
port facilities in Iraq are repaired, to 
give about 60% via Kuwait and 40% 
via Aqaba. 

For Iran, general cargoes are ex- 
pected to increase to Bandar Abbas, 
and later to Bandar Khomeini as 
facilities are repaired because most 















points out, the war has been good for 
business. VLCCs and ULCCs were 
taken out of layup and used as float- 
ing storage for oil and in the Iranian 
tanker-shuttle service, creating an 
artificially high demand which was 
heightened by losses and the need to 
replace them. The secondhand- 
tanker market was thus subject to 
heavy demand and prices went up. 
Insurers also benefited, despite 
the high casualty rate — rates were 
raised, but the heavy losses took 
place in the early stages of the war 
before salvage companies had 
plunged headlong into what became 
a lucrative business for them — and 
for the Gulf's repair yards. 
Intertanko figures to the end of 
February this year put the number of 
vessels hit in the Gulf at 357 totalling 
61.7 million dwt, of which 308 were 











cargo is destined for the northern 
part of the country. Both countries accounted for about 4096 
of Gulf cargo movements before the war. Much cargo for re- 
construction can be expected, with exports following later as 
the economies recover and manufacturing picks up. However, 
in the longer term doubt remains about trade prospects in 
general — the Lloyd's study says Arab trade with the US is 
waning and accounts for less than 2% of total US trade, and 
Western consumer goods are unlikely to be big sellers in Iran. 

For all shipping sectors, the ending of the Gulf war means 
significant changes, and while new opportunities will obvi- 
ously present themselves, not all the changes will be wel- 
comed by all parties. For shipping, as the Lloyd's study 








tankers. Of these, 53 ships were de- 
clared constructive total losses, and insurance claims report- 
edly totalled more than US$1 billion. However, the fre- 
quency of attacks on the Iranian shuttle fleet and its storage 
and loading facilities led to the Iranian company Bimeh tak- 
ing on the insurance risk for tanker owners, at lower rates 
than were available on the London market, so Bimeh's pay- 
outs probably outweigh those from London. 

The war'send, if permanent, leaves many uncertainties — 
its effect on secondhand tanker values for instance, and con- 
sequent effects on newbuildings in yards around the world. 
But the major uncertainty must be whether the peace can be 
maintained. — Michael Westlake 
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We've been called many names in our time. 


The history of the Guardian Royal 
Exchange Assurance Group dates back more 
than two centuries. 

It began in London in 1720 with the 
formation of Royal Exchange Assurance, and 
then in 1821 came the Guardian Assurance 
Company. 

Meanwhile, in 1835 the Union Insurance 
Society of Canton was formed in China and 
it also went on to establish a world-wide 
insurance network. 

The merger of these three companies in 


the 1960's resulted in what is today one of 
the world's largest insurance groups. 

Arising out of these international interests 
GRE (Asia) was formed. Today the Group 
in Asia offers experience, stability and 
commitment to some of the world's most 
rapidly anin economies. 
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Big growth rates 
open doors 
to investment 


By Vonnie Bishop in Canton 


he 20% leap in China's foreign trade for the first half of 
T this year has brought lustre to the nation's shipping in- 

dustry. It has also stirred overseas interest in all aspects 
of China's extensive marine activities, from shipbuilding to 
port development and the weaning to containerisation. 

The need for huge development and the demand for it are 
both extremely obvious and combined with this year's global 
upturn in shipping endeavours make China a ripe opportu- 
nity for foreign marine involvement in the much-hailed Asia/ 
Pacific region. Further, the ramifications for Hongkong are 
particularly interesting as they could and should lead to a dif- 
ferent development approach for Hongkong's port and 
transportation activities to 





world, is growing at some 15% annually. Admittedly, it is a 
developed port with many times the throughput of Huangpu, 
and China is still in the steep growth gradient associated with 
establishing facilities. However, the development potential 
along the entire China coast is huge and attractive. 

Equally interesting is that the World Bank loans an- 
nounced for port development in China are at last being used 
rapidly. Besides the World Bank allocation of more than 
US$470 million, further money is now being sought for the 
giant port expansion projects, with a significant proportion 
being spent on foreign involvement, especially for equip- 
ment and expertise needed to modernise facilities. 

Shanghai, China's biggest, busiest and most congested 
port, has used US$18 million to buy more than 200 pieces of 
loading equipment for its Zhanghuabang container wharf, 
which now has a capacity of 200,000 TEUS, as does its sister 
wharf, Jungonglu. The two wharves make Shanghai the 
biggest container port in China. 

Some US$69 million was used when the loan was an- 
nounced in 1982 to import advanced loading and unloading 
facilities for three container wharves and a coal wharf at 
Huangpu, Shanghai and Tianjin. Much of the work has been 
moved into priority only in the last 18 months, coinciding 
with the overall emphasis on improving transportation 
throughout (China. In 





adapt to its future crucial f 
livelihood as an entrepot 
for China. 

The typical growth pat- 
tern in China's shipping in- 
dustry this year is illu- 
strated in the province 
bordering Hongkong — 
Guangdong. Throughput 
at the province’s main port 
— Huangpu — in the first 
six months of this year has 
almost doubled its total 
1987 performance, while 
the container port, where 
even faster growth is oc- 
curring, handled some 
45,000 20-ft equivalent 
units (TEUs) in the first 
half of this year, compared 
with total 1987 through- 





Canton's Huangpu port: boom time. - 





March last year, US$130 
million of the World Bank 
money was drawn for con- 
struction of the east jetty 
at Tianjin which, when in 
operation in 1991, will 
have 11 berths, including 
six container berths, and 
will be able to handle 4.4 
million tonnes a year. 

A further US$184 mil- 
lion is now being used to 
build the Dayaowan wharf 
at Dalian and the Xinsha 
wharf at Huangpu. Da- 
yaowan will have four 
berths by 1991, capable of 
handling 2.6 million ton- 
nes a year. Xinsha will 
have five berths able to 
handle 2.5 million tonnes 
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put of 57,000 TEUs. E 

Deputy general manager of the Canton Harbour 
Huangpu Container Corp., Yu Hanbiao, said his container 
operation had flourished this year. "I expect we will achieve a 
throughput of up to 90,000 TEUS this year. The demand for 
containerised cargo is increasing very rapidly in China as 
manufacturers begin to see its advantages, he told the 
REVIEW. "Apart from serving this province, we are now re- 
ceiving a lot of cargo from surrounding provinces such as 
Hubei, Hunan, Sichuan and Jiangxi, which is being for- 
warded by train to our yard where we pack it for container 
transportation." 

The growth is similar throughout China. In the first four 
months of this year Shanghai handled 93,000 TEUs, up 45% 
on the comparable period last year, and is expected to handle 
more than 270,000 containers for the year — more than 50% 
of China's total container traffic last year of 444,169 TEUs. 

But it is by no means only container operations which are 
achieving strong growth in China. At Huangpu in the first 
half of this year, several commodities have achieved the same 
throughput as for the whole of last year. Some notable exam- 
ples are coal, iron ore and grain. Imports for the domestic 
market from January-June this year surpassed the total 1987 
performance, and the port as a whole is expected to see a 
more than 70% throughput increase in 1988. 

By contrast, Hongkong, the busiest container port in the 





annually when operational 
in 1992. There are plans to use another US$94 million to im- 
port equipment for the projects. 

Apart from equipment supply through international bid- 
ding, foreign investment is also being sought for port deve- 
lopment under plans which state that by 1990 China will have 
added 120 deepwater berths and 80 medium berths to its 
coastal facilities but will still need to expand further. 

Si Yuanzheng, the Ministry of Communications official in 
charge of the World Bank-funded projects, said China must 
raise more money to accomplish its port expansion projects, 
and further joint venture involvement with foreign com- 
panies is to be seriously considered. 

In tandem with the infrastructure development go ship- 
ping services, and while China has encouraged many more 
provincial shipping lines to develop independently from the 
nationalline — China Ocean Shipping Co. — they are largely 
focused on coastal activities, leaving tremendous scope for 
foreign operators. 

Already many foreign companies have stepped up their 
China activities and report good business, but Claes 
Kjellberg, managing director of Gulf Agency Co. (Hong- 
kong) Ltd, explained that much general cargo shipping into 
China still suffers delays of up to three weeks, emphasising 
the need for new facilities. 

“The China business has developed in a very strong way 
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this year and we, like many other foreign interests, have step- 
ped up our business there, as obviously there will be in- 
creased growth in the years ahead," he said. 

These sentiments were echoed by others in the trade, in- 
cluding Wilson Hung, director of Hongkong's giant con- 
tainer operator Orient Overseas (International) Ltd. “China 
has been an area of vast development recently, and our inten- 
tion is to ensure we have services to match the needs. Such in- 
dustrial and manufacturing expansion as we now see in China 
always calls for increases in raw material imports and results 
in a lot of semi-processed, then later finished, goods for ex- 
port which we must be geared to handle." He said one of the 
problems which will be gradually overcome with China was 
the integration of transport through Hongkong. 

"We are now seeing containers moved piecemeal to and 
from China. Some are going by barge and many more by road 
— up to 4,000 a day have been trucked across the border and 
this is said to be creating a bottleneck,” Hung said. “Efforts 
are under way to establish more checkpoints, but other solu- 
tions such as container ports along the southern China coast 
may need to be implemented." 

Hung said that in future a sophisticated link with the 
much-discussed Yantian harbour site, only 50 km from 
Hongkong, could be a realistic and economical answer. He 
said Orient Overseas, which has interests in container termi- 
nals in many parts of the world, had made some initial inves- 
tigations and could well be interested in such a project, but it 
was too early to be definite. 

His group is, however, not the only one starting to accept 
that thoughts of maintaining the Hongkong port as a separate 
entity may well be obsolete even before the territory reverts 
to Chinese sovereignty in 1997 afd that certainly after that 
date the concept, now struggling for expression, of seeing 
Hongkong spill over and mesh with China’s transportation 
structure could be a reality. 

Although government and private sector leaders range 
from reluctant to cautious in their comments on this trend, 
presumably because it may create further uncertainty about 
Hongkong’s future identity, all the major Hongkong port 
players plus interests from Taiwan have either visited the 
Yantian site or expressed interest in it. The Chinese, having 
felt slighted by the lack of success of their bid for Hongkong’s 
terminal 7 earlier this year, are also known to be enthusiastic 
about the project. 

Hongkong's Director of Marine, Derek Hall, also plans a 
site visit soon. “I can't see anything major being established 
there for many years, as there is no linking infrastructure at 
this stage and it would take many years to build the sophisti- 
cated support structure already established in Hongkong, 
but long term it may be that Hongkong will need to see such 
moves as part of its total harbour expansion programme," he 
said. 

Other losers in the bid for Hongkong's terminal 7 such as 
Modern Terminals Ltd and Sir Y. K. Pao's Wharf group have 
been looking at Yantian and even Hongkong International 
Terminals Ltd, which won the tender for terminal 7 with a bid 
of HK$4.39 billion (US$526.8 million), some 90% more than 
the next highest bid, is not' ruling out the possibility of China 
developments in future. Apart from the space constraints of 
Hongkong harbour, the moves seem logical when Hong- 
kong's port performance is considered. 

This year trans-shipment has leaped by some 4096 and 
China cargo has been up 30-40% and other port operations 
have grown 15-20%. With such growth in China trade, the 
need to work in conjunction with China for the future sec- 
urity of Hongkong's shipping activities would seem to be ob- 
vious. It is also a direction probably attractive to China, 
given the present push to expand seaborne transportation 
facilities, to say nothing of the benefits of involving the 
operators and interests which are now successfully running 
the gen container port in the world into its shipping net- 
work. 
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The battle to 


overcome 
constraints 


By A Correspondent 


ith China's rapid economic development, the 
W pressure is mounting on transport infrastructure 

to not only catch up, but to move ahead in a cohesive 
manner. 

China’s transport system, long left in the “too hard” bas- 
ket by planners, is now grappling with the effects of long term 
under-investment and rapid growth in traffic. The system is 
unprepared for the large increases in freight and passenger 
traffic created by the country's industrial development, bur- 
geoning foreign trade and the increasing mobility of its 
people. 

In addition, a rash of transport accidents this year have 
highlighted safety as a major transport issue. The Chinese 
Government's sensitivity to this situation has greatly added 
to the anxieties of planners in the Ministries of Railways, 
Aerospace and Communications who are responsible for try- 
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los wded China harbour: need for improvement. - 








ing to manage and more importantly, coordinate all modes of 
transport. 

Port bottlenecks, unused port facilities, slow road speeds 
of 37 kph, long public queues to buy rail tickets, chronic over- 
loading, over-sold seating, poor and unsafe airline service, 
empty long-distance lorries and stockpiles of Shanxi coal are 
typical of the problems facing the industry. 

China's modern transport system has been built on a rail 
network designed to support heavy industrial development 
and a highly intensive localised system of traditional methods 
such as animal, cart, boat and more recently, small, 
motorised vehicles. Coal, mineral ores and construction ma- 
terials make up the bulk of freight tonnage. 

Now with the expansion of manufacturing and light indus- 
try the type of demand is changing. Finished products, part- 
processed goods and foodstuffs compete for space against 
coal, iron ore, cement, fertiliser and grains. Also, manufac- 
turing industry is demanding an alternative, more flexible 
transport system to service its distribution requirements in 
the new, market-orientated economy. 

Rail freight volume has jumped from 457 billion ton/kms 
(btkm) in 1977 to 725 btkm in 1984 to 945 btkm in 1987. Rail 
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passenger traffic increased from 
102 billion passengers/km (bpkm) 
in 1977 to 205 bpkm in 1984 and 
then jumped to 283 bpkm in 1987. 

In 1988-89 it is planned to re- 
place or overhaul 8,500 km of 
track. The current five-year plan 
calls for double-tracking of 2,600 
km and electrification of 3,600 km. 
By 2000, total rail length is ex- 
pected to increase by 40% to 70,000 
km. 

As incomes increase so does the 
mobility of the people. In recent 
years China's travelling populace 
has also exerted heavy pressure on 
passenger services. Rail was the 
basis of passenger transport and 
continues to be so, but inter-city 
bus services have proliferated to 
cater to the shorter distance, off- 1 
railway demand of private and 
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tion. Supply is another matter al- 
together. Reform in enterprise 
management and an injection of 
capital are seen as the key 
elements to improving the sys- 
tem. 

Despite an earlier attempt this 
year to merge transport depart- 
ments under one responsible 
body, the authorities decided to 
keep the three responsibilities 
separate, hoping that each one 
could work best at putting its own 
house in order. This approach 
may lead to problems caused by 
overlapping of responsibilities 
such as duplication of effort and 
competition for budget alloca- 
tion. 

To cope with the much-ex- 
panded volume of goods and 
AE people the state has adopted these 
Ss URAZA measures: 

First, during the current five- 








small business travellers. 

Road passenger traffic increased from 45 bpkm in 1977 to 
129 bpkm in 1984 and to 174 bpkm in 1987. Freight reached 
36 btkm in 1987, an increase of 44% on 1977 volume. 

At present only 3% of the country’s 980,000 km of high- 
ways are classed as 1st and 2nd grade. The current five-year 
plan calls for up-grading of another 12,000 km to 1st and 2nd 
grade standard and improvements of a further 77,000 km. If 
China wants to have a basic network of trunk roads by 2000, 
planners estimate up to 1,500 km of expressway and 60,000 
km of Ist and 2nd grade roads are required. This, it is hoped, 
would place China at the medium level of developed coun- 
tries in the 1990s. 


ith only 37,000km of urban roads, city traffic con- 
W gestion is unbearable. Freight vehicles are slowed 

by public transport, which in turn is slowed by bicy- 
cles and pedestrians. Larger cities are building or expanding 
their subway networks to help cope. 

With an annual growth rate of 1096, the bicycle remains 
the more popular alternative to the overcrowded public 
transport system. As in other developing countries the motor 
cycle and moped are expected to cover a lot of the shorter, 
private transport needs of the future. 
The day of mass private car owner- 
ship is still a long way off. 

Waterway freight has increased 
from 102 btkm in 1977 to 580 btkm in 
1984 to 843 btkm in 1987. Passenger 
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TRANSPORT IN CHINA 


(Passenger volume — billion persons/km) 





Rail 
1977 102** 


1984 205 
1985 241 


traffic has increased from 8.6 bpkm 
in 1984 to 10.9 bpkm in 1987. In the 
first half of this year China’s ports in- 
creased capacity to 210 million tons, 
up 7.9% from the same ‘period last 
year. The ports are aiming for an an- 
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129 





year plan the state expects to invest 
Rmb 30 billion (US$8.06 billion) annually for transport in- 
frastructure construction. While on paper this appears to be 
in line with World Bank suggestions as an appropriate pro 
portion of GDP, in reality it is still far short of the sector’s re- 
quirements. 

Second, lack of funds and the fact that transport ministers 
are to be held responsible and accountable for the manage- 
ment and development of their portfolios has forced a new 
way of thinking upon the ministries. 

The implementation of the contract management respon- 
sibility system in the railways gives each area administrative 
responsibility for all aspects of work, including volume of 
transport, capital construction, investment and returns over 
a contractual period of three years. 

To increase transport capacity the rail ministry has iden- 
tified improvement of 16,000 km of railways in eastern China 
and the upgrading of locomotives and rolling stock industries 
as major immediate tasks. 

The Ministry of Communications overall reform plan in- 
corporates the new China Highways Construction Corp. and 
the China Ports Construction Corp. As well, a new transport 
administration department replaces the former Highway, In- 
land Waterway and Ocean-going 
Transport Bureau. A trans- 
port communications centre and a 
transport academy are also in the 
pipeline. 

Aviation has seen the break- 
up of the state run CAAC 
monopoly, and now there are 
three major regional airlines 
operating domestically. Shang- 
hai and Chengdu have estab- 
lished services and the newly 
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nual capacity of 550 million tons by 
1990. 

The aviation industry has about 
500 aircraft flying 300 domestic and 


(Freight volume — billion ton/km) 








international routes. In 1984 the av- 
iation service carried some 5.6 mil- 
lion people, by 1987 it had more than 
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named China International Air- 
line Co. replaces CAAC as the 
national flag carrier in a move 
signalling a revamping of its 
poor image. CAAC's Shenyang, 
Xian and Guangzhou regional op- 
erations also plan to start operating 


Waterway P^ JE 





doubled to 12.8 million and is ex- 
pected to reach 14.5 million in 1988. 









Air freight has also more than dou- 





as separate entities this year. 
The ministries which have been 








revamped at the top have yet to sort 





bled in the same period, reaching 653 
million ton/kms. 

If there is one thing transport 
planners can be sure of it is the de- 
mand side of China's transport equa- 










‘Ministry of Communications. 
** World Bank Report No. 5206-CHA. 


Source: State Statistical Bureau. 


out the practical problems facing the 
industry in the marketplace. Now it 
remains to be seen whether things 
can change with the rest of the econ- 
omy. Oo 
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Witness ScanDutch. From an ocean car- grow too. For an enlightening look at how we 
rier, we ve evolved into a total transport com- turn distribution into a competitive advan- 
pany that today commands a vast fleet of tage, simply call our local agents. 
ships and containers - and that operates an 
intermodal network capable of linking any ScanDutch (Q 


two points in Europe and the Far East. 1ST CLASS CONTAINER TRANSPORT 
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SOUTH KOREA 
At long last 
the losses 
turn around 


By Mark Clifford in Seoul 
At: executive suicide, corporate scandal and shotgun 





mergers last year, 1988 looks positively rosy. Thanks 

to brisk growth and firmer rates, South Korea’s ship- 

ping industry is set to chalk up a record profit this year — the 

first time since 1981 that the country’s shipowners will not be 
floating on a sea of red ink. 

Part of the credit for the turnaround must go to the gov- 
ernment’s aggressive rationalisation programme, which is 
scheduled to end this year. Beginning in 1984, the govern- 
ment forced shipping lines to merge. By the time the restruc- 
turing was completed, 111 shipping companies were inte- 
grated into 20 groups. A total of 2.1 million gross tons of 
uc were scuttled and shipping companies shuttered almost 
100 offices. The bankrupt companies were forced to sell stocks 
and real estate, raising Won 325 billion 
(US$451.4 million) in the forced sales. 

The government has only this year 
4 begun making the cost of the rationali- 

* sation. programme public. Finance 
Minister Sakong ll, testifying before the 
national assembly last spring, dis- 
closed that to induce the Hanjin Group 
to take over Korea Shipping Corp., the 
government wrote off Won 420.7 billion 
of loans. For the remaining Won 373.1 
4. billion in loans, Hanjin was given a 15- 

year interest-free grace period follow- 
ed by a 15-year payback at subsidised 
rates. 

The total cost of bailing out the ship- 
building industry has been far higher. 
Kim Sung Soo, a director at the Korea 
Maritime and Port Administration 
(KMPA), says that in addition to the 
Korea Shipping bailout, government support has averaged 
around Won 300 billion a year since 1984. The amount, how- 
ever, has been declining since 1985. 

For South Korea, shipping companies remain an impor- 
tant source of foreign-exchange earnings. Their total freight 
revenue last year was US$2.4 billion and this year it will to 
US$2.7 billion — equivalent to about 70% of the country's 
total earnings from invisible trade. 

Trans-Pacific traffic is the industry's traditional motor, 
providing about 40% of business. But overcapacity is keep- 
ang rates down. Eastbound containerised cargo was up only 
= 3% in the first six months of this year. 

The real growth has come as South Korea imports more, 
spurring westbound traffic across the Pacific. Westbound 
containerised shipments were up 23% in the first half of this 
year. And as Asian economies thrive, imports are expected 
to continue growing. Westbound cargo, though still domi- 
nated by agricultural goods and raw material, is changing as 
South Korea imports more finished products and higher 
value-added goods. 

South Korea's shipping companies now account for 1.8% 
of the world shipping tonnage, with 7.512 million gross tons 
in 1987, making the country the 14th-biggest shipping nation 
in the world. 
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ble international shipping environment has prompted the 
South Korean Government to scuttle its target of reducing 
the fleet size to 7.3 million gross tons this year. Instead, the 
fleet size is expected to increase to about 8 million gross tons 
at the end of this year. 

“We changed the rigid policy of fleet management to a 
more flexible one, in line with world market conditions,” 
says Kim Sung Soo of the KMPA. “But we won't allow unli- 
mited increases. The increases must be made on the basis of 
profitability.” The KMPA, which controls virtually every as- 
pect of Korean shipping, will continue to discourage ship 
owners from aggressively building up their bulk fleets. The 
South Korean fleet is likely to be increasingly structured 
around specialised vessels, such as ore carriers, container 
ships and car carriers. 

As the country's current-account surplus has swelled — it 
is expected to top US$12 billion in 1988 — Seoul's trading 
partners have pressured it to open up the shipping market. 
The US, whose APL and Sea-Land companies have strong 
presences in Seoul, has been the most forceful in its de- 
mands. Foreign trade negotiators have pressed the Koreans 
to allow foreign shippers to control more of their business 
directly in Korea, rather than working through local 
agents or being forced to use government-owned termi- 
nals. 

Foreign shipowners were allowed to form their own as- 
sociation earlier this year and officials in Seoul claim to have 
recently ended discriminatory treatment of foreign container 
ships at the Pusan container terminal. Moreover, a revised 
Maritime Transport Law will be consi- 
dered by the national assembly during 
its current session, which will end early 
next year. 

“If we fail to pass the bill this session 
there will be more conflict with the US,” 
says Lee Jong Soon, secretary-general 
of the Korea Shipowners Associa- 
tion. US negotiators have applauded 
the law and indicated that they will 
drop outstanding unfair trade. prac- 
tice complaints if the legislation 
passes. 

The proposed legislation will allow 
foreigners to set up their own com- 
panies in South Korea for the first 
time, rather than relying on Korean 
agents. It does not, however, meet 
another demand that foreign ship- 
REVIEWTAREDYSariize pers be allowed to control ancillary 
businesses. Foreign shippers will still not be allowed to own 
terminal facilities, trucking operations or container-repair 
facilities. 

The US pressure has already prompted South Korea tore- 
vise its waiver system to allow non-Korean vessels to carry u 
to 3096 of US-bound iron and steel exports. Until earlier this 
year, mone Korea had restricted the trade to Korean flagged 
vessels. 

The prospect of formal shipping ties with China has ship 
owners in Seoul drooling. There is already limited direct ser- 
vice, which is prominently advertised. in Korean shipping 
pamos; but it is not under the management of South Korean 
firms. 

Korean companies became more aggressive in their over- 
tures to China earlier this year, after government policy 
shifted to openly encourage links with China. But the half- 
dozen private companies that tried to establish relations with 
China got nowhere, and the Korea Shipowners Association 
recently established a committee to deal directly with the 
Chinese. 

“The plan to establish direct-service routes with China is 
very important,” says K. S. Rha, editor of Shipping and 
Trade News. But, notes Rha, there are some problems. 
Chinese negotiators have tended to be lower-level 


The Koreansare continuing to add capacity. The favoura- 
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To Europe via FRA. 
And your ship takes off. 


You know exactly what it costs to ship your 
freight to Europe. You know how long it 
takes too! Well if we could, we'd build 
ships with wings. But of course, as you well 
know, it doesn't work quite like that. So 
what we have in mind for you - and a lot of 
other folk who have difficulties in getting 
their goods to Europe in good time — is a 
freight system combining sea andair. And 
using universal containers, for fast inter- 
changeability and easy transportation. 





FRA: Savings are calculated in time. 





Simply take the ship to the Gulf for 
example and greet the plane to FRA. You 
won't have to work too long atittoseethat 
the time-saving FRA freight way to Europe 
is also money-making. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/Main 75, Telex 
414959. 

Or our representative in Hongkong: 
Mr. Paul Eidens, c/o ITSG, Telephone 
5 -8 9213 21, Telex 83737. 
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“One Ut Our 
At The Station. 


If you think were just a railroad, 
take another look. 

Were a lot more. Were Sea-Land, 
one of the largest container ship 
lines on earth, serving 76 ports 
in 64 countries. 

We're also trucks and barges. 
And were developing new tech- 
nology to make it all work together. 

We're CSX, the first true global 
transporter. If you've never heard 
of one before, it’s because there’s 
never been one before. This is a 
company on the move. 
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functionaries who have been unable — and often unwilling 
— to expedite approval for direct shipping. Cargo volumes 
have also been lower than expected and payments have often 
been delayed because of China's cumbersome foreign-ex- 
change control system. South Korean Government officials 
would like to establish direct shipping using their own flag, 
but the Chinese are likely to continue forcing them to re-flag 
their ships using a flag of convenience, such as Panama or 
Liberia. 

Longer-term, the shipping industry here is likely to be 
snagged by a lack of adequate port facilities and infrastruc- 
ture. The major port of Pusan is chronically congested. An 
expansion of Pusan's port facilities is scheduled to be started 
later this year, but it will not be completed before 1991. 
"They started far too late with their expansion," says a Euro- 
pean shipping executive in Seoul. "They didn't look far 
enough ahead, though now they're aware that there's a prob- 
lem and are considering quicker action." 

Further expansion at Pusan will be difficult, and planners 
are looking to the nearby ports of Masan and Ulsan to add to 
capacity. Kwangyang Bay, on the southwestern tip of the 
peninsula, is also being eyed by planners as a new port 
site. 

The future of the Korean shipping industry remains un- 
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Korean shipyard: expensive rationalisation. 











certain. “The majority of shipping companies are in an un- 
healthy condition,” says Jon Joon Soo, a senior fellow at the 
Korea Maritime Institute. “Some companies have no future. 
They are only surviving because of the healthy market condi- 
tions.” 

The Shipping Industry Rationalisation Plan will be 
phased out at the end of this year and the industry is expected 
to become moderately more market-oriented. “Strong 
demands for liberalisation are putting continued pres- 
sure on the Korean shipping industry to allow free access 
to cargoes, port facilities and investment," says Jon. "It 
is time to put commercial matters back into commercial 
hands." 

But the memory of the disastrous consequences of rapid 
fleet expansion will probably allow the government to con- 
tinue playing a strong role in the shipping industry for some 
time, at least indirectly. KMPA is set to officially cede its ab- 
solute control over the shipping industry. But much of the 
government role will be taken over by the private Korea 
Shipowners Association, which hopes to play a strong 
role in permitting overly exuberant expansion or rate- 
cutting. IR | 
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The shipbuilders 
get that 
sinking feeling 


By Bob Johnstone in Tokyo 


oshio Miwa, general manager of ship business at Hita- 
Y chi Zosen, has fond memories of the little tape record- 

ers that used to self-destruct after delivering their in- 
structions at the beginning of every episode of the TV series, 
Mission Impossible. “If only we could build ships that would 
self-destruct after 15 years," he jokes wistfully. 

Unfortunately for Miwa's company and Japan's 40-odd 
other shipbuilders, there are no such pre-set limits on a ship's 
life. Worse, with five vessels now chasing every four cargoes 
in world shipping, ship owners are postponing replacement 
of their ageing fleets. 

Orders for new ships on Japanese books have crash dived 
to their lowest level in living memory. In response, during the 
past two years alone, Japan's shipyards have cut both capa- 
city and workforce by 4096 or more. Despite this excruciating 
effort, shipbuilding remains the only Japanese industry that 
is losing money. 

It cannot continue to do so much longer. "If the losses 
don't stop, then we may have to stop building ships," says 
one senior Japanese executive grimly. The Japanese Ministry 
of Transport reckons the worst of the slump is now over, and 
is predicting a recovery of sorts over the next few years. The 
question now is, will the recovery come soon enough — and 
be large enough — to save many of Japan's remaining ship- 
builders from going under? 

Opinions within the industry range from deeply pessimis- 
tic for the short term to cautiously optimistic for the long 
term. All agree, however, that if Japanese yards are to sur- 
vive they must remain competitive. To do that, they must re- 
tain the technological edge that has kept them ahead of the 
world for more than 30 years. 

Japan overtook Britain as the world's largest producer of 
ships in 1956. The Japanese developed a string of innovations 
— automated welding, block construction and larger cranes, 
combined in the form of entirely new production systems — 
that greatly accelerated the shipbuilding process. They ena- 
bled Japanese companies to take advantage of the then 
rapidly growing demand for merchant shipping. 

By 1965, Japan was producing as many new ships each 
year as the rest of the world put together. The country's yards 
swelled to gigantic proportions to produce a new type of ship, 
the very large crude carrier — better known as the super- 
tanker — itself a Japanese invention. Demand for new ships 
peaked in 1974, then, as a result of the first oil shock, plum- 
meted. 

The market recovered somewhat in the first half of the 
1980s, but since 1984 has been in steep decline. To make mat- 
ters worse for the Japanese, throughout this period of shrink- 
ing world demand, they have had to face increasingly stiff 
competition from South Korean yards employing low-cost la- 
bour and equipped with the latest (Japanese-built) machin- 
ery. The rapid appreciation of the yen must have seemed like 
the last straw for the Japanese, because it gave their South 
Korean competitors an almost unassailable price advantage. 
In the first half of 1987, Japan saw its share of new orders 
drop to 37% , while South Korea's rose to 29%. 

In the past year, however, the Japanese appear to have re- 
gained much of their competitiveness. Labour disputes have 
forced South Korean wages up by around 1776 and the won, 
too, has been appreciating. Although South Korean steel re- 
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The alphabet of technical innova- 
tion is short and to the point: AEG 
~ the international advanced tech- 
nology group offering high techno- 
logical performance with market- 
relevant products in the fields of 
industrial and Automation Sys- 
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.Objectives. And in AEG research 
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bution to technological progress. 
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offices and outlets is maintained 
throughout the Federal Republic of 
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various product and technology- 
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products. 
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Singapore to Los Angeles in 


MOLs direct aN calls and faster 
transit times finally provide shippers the 
service they deserve between Southeast 
Asia and North America. 

LCL and full container shippers alike can 
take advantage of an expanded feeder network 
and improved service that combine to yield 
attractive Los Angeles arrivals from every Far 
East apn: Bangkok-24 days, Jakarta-22, Port 
Kelang-21 a-21, Qingdao-20, 


Xingang 24 Hong Kong-15, Busan-14, 
Kaohsiung-13, Kobe-11, Nagoya-10, and 
Tokyo-9. 


From Los Angeles, MOUs extensive Inter- 
modal Alligator connections will expedite 
de 
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Customers also benefit by utilizing MOL's 
new 45’ high cube containers and the east- 
bound consolidation services offered 
MCS-—a further indication of the broa 
PEE Influence in the transpacific trade. 

our MOL agent for the West & Midwest 
is Williams, Dimond & Co., for the East Coast 
& Gulf—Strachan Shipping Co., and for all of 
Canada— Montreal Shipping, Inc. 














mains cheaper (a significant advantage, since materials ac- 
count for around two-thirds of the cost of building a ship), Ja- 
panese organisation of labour — kanri — is better. Good 
kanri means more work by fewer people in less time. 

Japanese yards also employ advanced computer-aided de- 
sign and manufacturing systems, which cover every aspect of 
design, production and even sales. In addition, characteristic 
Japanese industrial strategies like strict quality control and 
just-in-time inventory management typically enable them to 
deliver highly reliable ships bang on schedule. The trouble is 
that no one is buying them. 

"For a large tanker," says Yoshiyuki Abe, general man- 
ager of ship sales at Ishikawajima-Harima Heavy Industries 


GHI), Japan's second-largest shipbuilder, "owners offer - 


US$35-40 million; but the minimum we — Japanese or Ko- 
rean — can build one for is US$75 million, so there’s no 
ground for compromise." On a recent trip to New York, Abe 
| Says that he was told by the chairman of an oil shipping firm 
‘=: thatit had no need of new tankers. 

In the past, to maintain wages, Japanese yards were pre- 
«pared to take "deficit orders", i.e., ones on which they made 
. aloss. Now, however, with banks no longer prepared to lend 
them money on that 
basis, shipbuilders are 
more cautious about 
which orders they ac- 
cept. 

Since 1986, when 
the yen began climbing, 
the industry has been 
forced to rationalise 
ruthlessly. Companies 
have shut down facilities 
— THI, which in its hey- 
day raneight yards, now 
has just one left; Hitachi 
Zosen has had to close 
three of its four dry 
docks. They have also 
cut their workforce 
back from 77,000 to 
44,000. The Big Seven 
of Japanese shipbuild- EL 
ing — Mitsubishi Heavy BLT 00 Wi 
Industries, IHI, Hitachi |. Note i 
Zosen, Mitsui En | 
gineering and 2n 
building, Kawasaki 
Heavy Industries, Sumitomo Heavy Industries and NKK — 
have become, in Abe's bitter phrase, "the very small seven." 

Most workers over 55 have been “voluntarily” retired. 
(Those who refuse to go willingly are reportedly given unsub- 
tle hints that their services are no longer required, such as 
having their belongings emptied from their desks while they 
are out.) Many over 35 have been shunted into subsidiaries, 
some newly created solely for the purpose of receiving them. 

Visitors to Hitachi Zosen's Tokyo headquarters are likely 
to be greeted with a can of a new product launched by one 
such subsidiary, an oolong tea derivative that the company is 
marketing as a health drink. One of IHI's new business ven- 
tures is the mass production of asparagus seedlings in Hok- 
kaido. "We'll do anything that makes a profit," says Hitachi 
Zosen's Miwa, "we've got to find jobs for our people." 

The shipbuilders are by no means newcomers to diversifi- 
cation. In the early post-war period, lacking an existing 
supplier base to draw on, they were forced to make their own 
engines, cranes and scaffolding, all of which could be also be 
sold in other markets. By the beginning of the 1960s, most 
companies were deriving two-thirds of their revenues from 
such non-maritime areas as machinery, industrial plant and 
engineering. Today, the average involvement in shipbuilding 
for six of the erstwhile big seven is 12% (the exception being 
Mitsui Engineering and Shipbuilding, which still depends on 
ships for 44% of its sales). 
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The production of special-purpose ships has provided a 
partial answer to some of the Japanese industry's problems. 
In particular, the shipbuilders' experience in design has given 
them an advantage in the market for liquid natural gas and- 
liquid petroleum gas carriers (both types of ship requiring 
special structures and equipment to transport the gas at sub- 
zero temperatures). But the trouble with the market for 
special-purpose ships is that it is relatively small and already 
at or nearing saturation. SEES 

Nor, agree Miwa and Abe, can shipbuilders look for their 
salvation to many new orders from Japan’s Defence Agen 
Warships account for 10% or less of both companies’ ship 
business. According to Abe, orders from the government are’ 
"almost all done on a cost basis." But, though there may not 
be much profit in building warships, he adds, "there are no 
losses, either." : 

Cruise ships would seem to be a promising area, given that: 
Japanese are apparently becoming more leisure-oriented; 
and that the so-called "silver market" (which caters to retired 
people) in Japan is growing rapidly. And, indeed, there is- 
some activity in this 
area. In September 
Mitsubishi Heavy In- 
dustries launched for 
Mitsui OSK the Fuji. 
Maru, a 23,500-dwt 
luxury liner capable of 
carrying 600 passen- 
gers, reportedly the. 
largest ship of its kind = 
to be build in Japan 
since before World. 
War IL 

MHI has another, 
even bigger (49,000- 
dwt: | 900-passenger) 
liner on the stocks, this 
time for NYK, but this - 
ship is aimed at the US 
market. Cruises on av- 
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erage last from 10 days: ~ 
to two weeks and cost. ; 
hundreds of dollars à 
day, too long and too" | 
expensive for most Ja- 
panese, who anyway 
are said to be prone to seasickness. "Domestic demand for 
cruise ships is zero," says Abe. Nor is there much room for.’ 
expansion into markets elsewhere: heavily state-subsidised 
European yards appear to have them sewn up. 

Immediate prospects for the Japanese shipbuilding indus- | 
try thus appear bleak. The Ministry of Transport has done” 
what it can to regulate competition and supervise retrench- 
ment. It has organised companies into eight groups to try to 
ensure that reductions in scale do not mean loss of com- 
petitiveness. 

The recent cutbacks mean that industry is now trim and in. - 
shape with only the good parts remaining. But in the face of 
continuing 20% overcapacity in world shipping the outlook 
remains poor, especially for medium-sized firms still heavily 
dependent on shipbuilding. In September, one such com-.... 
pany, Kanasashi Shipbuilding, went bankrupt, and the 
ministry expects that several more will follow. During the | 
next four or five years, only the fittest will survive. 

Staying fit means continuing to build ships, adding fea- 
tures that will help persuade owners to buy them, and coming 
up with new types of ships capable of carrying new cargoes 
and performing new functions. “Until better days come,” 
says IHI's Abe, "we have to concentrate on technology." 

A recent example of how Japanese firms are continuing to 
advance the state of the shipbuilder's art is contra-rotating 
propellors. The idea here is to stick two screws rotating in op- 
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posite directions on the same shaft, to cancel the side thrust 
that a single screw generates. To compensate for this un- 
wanted thrust and keep the ship travelling in a straight line, 
its rudder must be kept about two degrees out of true. This 
causes drag, which in turn reduces speed and wastes energy. 

Although this idea has been around for more than 150 
years, the sheer technical difficulty of persuading the inner 
and outer parts of the shaft to rotate smoothly in opposite di- 
rections has restricted its application to torpedoes and small 
boats. 

Now, using special bearings, two Japanese companies ap- 
pear to have cracked the problem. Both Mitsubishi Heavy 
Industries and Ishikawajima-Harima have built full-scale 
contra-rotating propellors. Last month, MHI announced 
that it had tested them on a commercial vessel, a car carrier. 
The results showed energy savings of 16%; MHI estimates 
that, fitted to a large vessel such a supertanker, contra-rotat- 
ing propellors could save as much as 2096. 

A second area on which research has concentrated is the 
development of maintenance-free engines which would be 
able to run for up to six months 








The new “high-temperature” ceramic superconductors | 
would offer a way around this problem, but it is still by no 
means certain that these materials will ever be able to carry 
sufficient current to be of commercial value. Thus supercon- 
ductor-driven ships are unlikely to make an appearance be- 
fore the turn of the century at the earliest. 

Most Japanese ship-related research is carried out by the 
builders themselves in cooperation with non-profit organisa- 
tions like JMMDA and JAFSA. In August, the Ministry of 
Transport announced that it, too, was applying for research 
funds to build a high-speed ship. Weighing 1,000 tons and 
capable of 50 knots, the new ship is planned to have a range 
of 800 km. 

The ship will operate on more or less the same principle as 
a jetfoil, using gas turbine driven water-jet engines to hoist its 
hull 5 m above the surface of the sea. The rationale for sucha 
vessel is that for certain routes — officials suggest short hops 
like Tokyo-Sapporo or Japan-Korea — high-speed ships 
would be faster than road or rail and cheaper than air. To fi- 
nance development, the transport ministry is asking for ¥60 
billion (US$447.8 million) spread over five years, after which 
it estimates a further two or three years would be required for 
commercialisation. 





without servicing, thus offering 
owners significant reductions in 
operating costs. (The snag, of 
course, is that such engines 
would be slightly more expen- 
sive to buy). After six years of 
basic research, this project has 
now reached the commerciali- 
sation stage. 

For the future, the Japanese 
are investigating the possibility 
of applying superconductors to 
power ships. Two projects are 
under way. One, sponsored by 
the Japan Marine Machinery 
Development Association 
(JMMDA) and Sumitomo 
Heavy Industries, is a reasona- 
bly straightforward attempt to 
substitute a superconducting 
electric motor for the conven- 
tional diesel engine. The 
theoretical advantages of sucha 
motor are that it would be much 
smaller and lighter than an ordi- 
nary engine, and the generator 
required to drive it could be 
located anywhere on board, 
thus allowing — shipbuilders 
greater flexibility of design. 

The other project is much 








|Contra-rotating propellor: energy savings. 


In addition to developing a 
potentially attractive new pro- 
duct, the project is also in- 
tended to play a symbolic role. 
It should give the shipbuilding 
industry's tarnished image a lit- 
tle high-technology lustre. This 
it badly needs if companies are 
to be able to recruit new blood. 
The average age of employees 
in the industry is now around 
40, considerably higher than in 
other sectors. 


wo other potentially in- 
T» projects are also 

under way, both moti- 
vated by the need to reduce 
manning costs. On a ship 
with a Japanese crew, wages 
account for half a ship's operat- 
ing costs and can run into 
millions of dollars a year. 
Using non-Japanese sailors is 
an obvious solution, but this 
has been fiercely resisted by 
the powerful Japanese sea- 
men's union. Small wonder, 
then, that for the past five 
years the Japan Shipbuilding 
Industry Foundation has been 








more radical. It aims to do away 
with propellors altogether. The idea is an application of 
Fleming's left-hand rule: superconducting electromagnetic 
coils in the bottom of the ship create a strong magnetic field 
(index finger) in the surrounding seawater. Applying an elec- 
tric current (middle finger) at right angles to this field forces 
the ship to move forward (i.e., in the direction indicated by 
the thumb). 

Easier said than done. Kawasaki Heavy Industries, to- 
gether with Kobe University of Mercantile Marine, has been 
grappling with the difficulties of screwless propulsion for 
over a decade. Three years ago, the theme was adopted by 
the Japan Foundation for Shipbuilding Advancement 
(JAFSA), which resolved to build an 60-dwt screwless pro- 
totype. 

This has yet to make its maiden voyage. One of the draw- 
backs is that superconductors are notoriously tricky beasts. 
To conduct current with no electrical resistance (hence no 
losses) conventional superconductors have to be cooled to 
p absolute zero, which requires immersion in liquid helium. 





attempting to develop an "intel- 
ligent" ship that would reduce crew requirements consider- 
ably. 

Automation of ships is already quite advanced. Until 
now, however, automation has served to aid human officers 
in making decisions. The new system differs in that it can 
make its own decisions about course, speed and avoiding col- 
lisions, based on the information input to it. This information 
is a mixture derived from two sources: from sensors on 
board, which measure local conditions such as wind direction 
and wave height, and from weather forecasts and other rele- 
vant data relayed via satellite from shore-based facilities. 

The system divides into two main parts, one of which 
handles ocean-going navigation; the other, entering and 
leaving port. It is currently being evaluated as a computer 
simulation. 

Several problems remain to be solved before intelligent 
ships are let loose on the high seas, however. One is that the 
system currently requires a large (thus expensive) computer 
to run it: another, that its pattern-recognising sensors need to 
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be made more accurate. In addition, international maritime 
law would have to be changed before such highly automated 
ships were allowed out of harbour. 

The same applies even more to the other project, which is 
to build robot ships. Sponsored by JMMDA, this aims to de- 
velop small remotely controlled vessels — more like barges, 
really — which would sail in convoy behind a manned mother 
ship. When the convoy approaches a port, crew transfer by 
helicopter from the mother to the slave ship. The application 
envisaged for robot ships is transport of cargoes now carried 
only by big ships, like liquid natural gas. Because they are un- 
able to accommodate such large vessels, small ports around 
the Japanese coast have to settle for more expensive forms of 


as. 
JMMDA gained its experience with computer-controlled 








PHILIPPINES 











systems in developing sail-assisted ships. But though sails 
have proved a very effective means of reducing energy costs 
— by up to 30% in some cases — and improve a ship’s stabil- 
ity, only a few, mainly small, ships have been equipped with 
them. The reason is that fuel costs have dropped, and owners 
are not prepared to fork out the extra to have their ships fit- 
ted with costly sail systems. 

Ultimately, however, shipbuilders know that, short of 
some revolutionary new technology that radically changes 
the way ships are built or operated, adding new technology to 
ships is not going to solve their current difficulties. Especially 
not if it adds to the purchase price, in which case it merely 
makes ships even more difficult to sell than they already are. 
What counts is having the ability to build conventional ships 
competitively. For the next few years, the crucial thing for 
the Japanese shipbuilding industry is to maintain that ability 
until demand for it revives. Hi 







Manila waives the rules 


Philippine domestic inter-island shipping industry. 

This year, government and industry officials have 
been drafting proposals to try to streamline bureaucracy, to 
establish investment guidelines and to create incentives 
which will lift the pall of inefficiency which surrounds the in- 
dustry and help owners to modernise their ageing fleets. 

But while the bigger shipowners would like a free-market 
system to be applied to routes which are now franchised by 
the government, the country's need to develop economically 
backward areas means that total deregulation — which 
would lead to some routes being abandoned and others being 
run by monopolies — is not going to be permitted. 

Official figures show that in 1986 the inter-island fleet 
comprised more than 3,000 vessels of various types, which 
that year carried about 36 million tonnes of cargo and 16 mil- 
lion passengers. Figures for 1987 were expected to show in- 
creases of 10-1576. The industry in 1986 employed about 
50,000 people and provided the government with P 100 mil- 
lion (US$4.76 million) from taxes, licences and other fees. 

But, according to the figures, gross value added in the 
domestic shipping industry has been declining by about 6% a 
year since 1980. Further, investment in shipping has been 
falling by almost 17% a year since 1980 — a figure which an 
official report says becomes understandable in the light of a 


M ajor changes are on the way in the highly regulated 





import tax rates for ships are by far the highest among the 
Asean countries. 

Industry sources also complain that, except for incentives 
still under discussion with the government's Board of Invest- 
ments, there is no form of fiscal support even for routes to 
under-developed areas, and no subsidies in the form of tax 
relief for fuel. Shipowners and operators are thus faced with 
interest costs higher than 18% — against a permitted rate of 
return on investment of only 12% on government-franchised 
routes — as well as fuel costs 30-40% more than those in Sin- 
gapore, Hongkong and Taiwan, while fuel amounts to 25- 
35% of operating expenses. Also, insurance rates are 4-8% 
for Philippine vessels against 2% in other countries, officials 
say. 

The high insurance rates are the product of a poor safety 
record, and officials cite a paper claiming that the Philippines 
is “No. 1 in terms of lives lost at sea." The biggest accident oc- 
currred last year, when on 22 December a tanker collided 
with a passenger ship, and the subsequent explosion and fire 
killed a still unknown number of people — estimates range 
from 1,600 to more than 3,000. 

But, says officials, even before that tragedy, since 1980 
there has been an average of 200 accidents involving vessels 
each year, with seven accidents causing more than 100 deaths 
and one of these causing almost 500 deaths. Adding to the in- 
surers’ problems is a report that 





the industry of only 3.45% in 
1986. 

This has led to 20% of the 
passenger/cargo liner fleet being 
more than 30 years old, and to 
10% of the tramp fleet being 
more than 25 years old, leading 
to maintenance and safety prob- 
lems. The reason underlying this 
obsolescence is a 10% import tax 
on vessels under 14 years old and 
a 50% tax on older vessels — plus 
a “compensating tax" of 20% re- 
gardless of a ship's age when im- 
ported. 

Some relief has been deemed 
necessary by the Philippine Sen- 
ate, which is seeking to reduce 
the import duties to a flat rate 
1076, and a value-added tax sys- 
tem has reduced the compensat- 
ing tax to 10%. Even so, accord- 
ing to officials, the Philippine 


return on investment across ix 
def 








lünicading in Manila: modernisation plan. ` 


10% of cargo is lost in transit in 
the Philippines. 

Another major problem for 
shippping companies is the 
labyrinthine bureaucracy as- 
sociated with it. Shipping’s over- 
lord is the Department of Trans- 
port and Communications 
(DoTC), but safety, seaworthi- 
ness and registration have until 
recently been the concern of the 
Philippine Coast Guard, while 
the Maritime Industry Authority 
(Marina) looks after the indus- 
try's economic functions, includ- 
ing regulating the acquisition of 
vessels and franchising ships on 
various routes as well as adminis- 
tering development incentives. 

But some of Marina's func- 
tions on paper have yet to be 
transferred from the coast guard, 
partly because of budgetary con- 
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straints and partly because, in the absence of a definitive im- 
plementing order, there has been a reluctance on the part of 
the coast guard to let go of some of its authority. This basic 
squabbling over turf has caused confusion about who is in 
charge of what, and hence a reluctance to make any long- 
term commitment until the confusion is resolved. 

The third major agency involved in day-to-day operations 
is the Philippine Ports Authority (PPA), which has overall 
responsibility for the country's 84 national and 218 municipal 
ports as well as an interest in the other 286 private ports, with 
19 port-management units spread throughout the nation's 
7,100 islands. 

The PPA is now drafting a liberalisation programme in its 
ports, to create competition among stevedoring companies 
where previously only one company was franchised per port. 
The single-franchise system has served the PPA well finan- 
cially, perhaps too well — it pushed it up to 61st place amon 
Philippine corporations through its system of collecting 10% 
of gross revenues for all port operations. 

But the system has created its own absurdities: only 3596 
of stevedoring charges are rebated for ships using their own 
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cranes or other equipment, even in ports where no other 
loading or unloading facilities exist, and where ships carry 
their own labour gangs because the local companies' workers 
are hopelessly inefficient. Even then, the true rebate is only 
25% because the first 10% is given to the PPA as its franchise 
charge. PPA officials say they are well aware of the ridiculous 
nature of the burden this imposes on shipping companies, 
and are working on changes which will clean up the 
stupidities and increase investment in port facilities. 

These major agencies are only three of 15 involved in reg- 
ulating the shipping industry in one way or another — the 
Customs and Quarantine bureaux are two more that one 
would expect to be involved, but the list even includes the 
Philippine Constabulary Anti-Carnapping Unit. Of the 15, 
vessels need clearances from seven before any voyage. 

Passenger and freight rates are another major bone of 
contention, because their structure was last altered in 1936 
and the rate-adjustment formula, through which across-the- 
board increases have been the only changes made over the 
years, was last altered in 1948. This has led to many 
anomalies because the rate structure is now out of line with 
current markets' demand for different mixes of cargo. 

Also, because the rates — set by the government — were 
originally based on direct shipping distances, they take no ac- 
count of liner services on multi-port routes. And further, asa 
study by the Philippine Centre for Research and Communi- 
cations (CRC) points out in great detail, they ignore direc- 
tional cargo flows, so that the rate is the same in both direc- 
tions on a route while the cargo flow may be five times as 
great in one direction as in the other. 

This has led, according to the CRC study, to rates being 
artificially high on some routes and too low on others, requir- 
ing cross-subsidies by shipping companies. While the CRC 
says that this is often used to promote developmental goals, it 
also says that the degree of distortion is not justified by such 
policy goals because the rates are not related to unit costs. 


ccording to Marina, when the rates problem is com- 

A bined with an erratic application of route franchising, 

the result is that economically depressed areas have 

been shunted out of the mainstream of economic activity, 
thus curtailing their development prospects. 

An official from the Conference of Inter-Island Shipow- 
ners and Operators (Ciso), a grouping of the nine major 
inter-island shipping companies, told the REVIEW that over- 
all, the industry went through a tremendous period of expan- 
sion because of the advent of containers locally in 1976-80. 
This led to gross overtonnage, and growth levelled off in 
1980-82 with recession but government pump-priming pre- 
vented the worst effects. From 1982-85 capacity contracted 
to match economic realities, and from 1986 to date there has 
been a moderate capacity expansion as the economy has 
picked up. 

From 1976, most vessels have been acquired second-hand 
from Japan at about 10-15 years old, and used to be about 
two-thirds of the price available elsewhere. Other advan- 
tages of buying from Japan were that financing packages 
were available and that support was relatively nearby if 
breakdowns occurred. But demand from other Asean na- 
tions and the rise in the yen's value has forced Philippine 
owners to look elsewhere, and to hang on to old ships as well 
as to charter extra vessels. 

The official also said that port modernisation was handi- 
capped by labour Bade especially in more remote areas 
where even a forklift truck was not available because of fears 
that people would be put out of work by it. The result is that 
some ships do not even have time to load cargo before sailing 
to maintain their schedules. 

As to the rates problem, he said that at one time Philip- 
pine Air Lines (PAL) was running night flights with fares 
very close to sea-passage fares, which turned a lot of business 
over to the airline. PAL received a fare increase last year, he 
said, but shipping companies were persuaded to wait. This 
year they filed an application for a 35% increase in passenger 
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‘fares and a 10% increase in cargo rates as a short-term mea- 
sure, while awaiting the government's response to Marina 
and CRC recommendations on longer-term structural 
changes. 

Marina's recommendations to the government include 
exemption from import duties of ships for inter-island use. 
About 5276 of the total operating fleet is more than 20 years 
old, with 42 passenger/cargo liners of more than 250 gross 
tonnes and 38 cargo ships more than 25 years old, and 29 and 
nine respectively more than 30 years old. Just to keep the 
fleet less than 30 years old would need 39 replacement ships; 
to keep it under 25 years old would require 94 replacements. 

The National Transportation Planning Project of 1984 
said that overall there would be no need for extra capacity for 
another five years because spare capacity amounted to about 
5096 of the active fleet. But Ciso points out that a study by 
Marina and the DoTC the same year said that 31 extra pas- 
senger/cargo liners, eight cargo liners and eight passenger/ 

- cargo side-door ferries would be needed in that period be- 
“cause of increased demand on various routes. 

Marina also says that the high import tariffs on ships have 
-hindered development of the domestic fleet by channelling 
: growth into chartered ships, on which no tax is levied. This in 
turn has discouraged legitimate ownership, and carries the 
further handicaps that chartered ships seldom are an exact fit 
in terms of their equipment’s suitability for their routes — 
and the obvious lack of incentive to spend money modifying 
them as they will revert to their owners at the end of the char- 
ter period — and that they may not be as well maintained by 
the charterers. 

The result, therefore, is that shipowners are forced to ex- 
tend their ships' operating lives beyond economic reality and 
thus to skimp on maintenance and safety items, leading to 
unsafe and uneconomic, inefficient operations. 

Marina also says that scrapping import taxes would not 
cause the government to forego revenue because it does not 
believe that purchases will be made under the present tax sys- 
tem. Marina has also recommended a tax-system change, but 
with exemption only for vessels upn to 10 years old, with 576 
tax and 5% duties for ships of 11-15 years old and 10% taxes 
and 10% duties for ships more than 16 years old. 

Officials say the main benefits of a younger fleet would be a 
reduction in fuel costs, fewer breakdowns and hence less time 
out of service and lower maintenance costs. These in turn 
would lead to animprovement in safety levels andin passenger 
comfort, as well as to punctuality and reliability of services. 

On the financial side, Marina has recommended the crea- 
tion of incentives for the industry in the form of accounting 
changes such as carrying over net losses and accelerated de- 
preciation, as well as a fuel subsidy and tax credits for scrap- 
ping old vessels. It also proposes that the government should 
seek soft loans from the World Bank or other development- 
oriented financial institutions to create a "scrap-and-build" 
programme as an incentive for owners to retire old ships. 

Marina advocates the setting up of a new rates system in 
which companies can increase or decrease rates within set 
bands to cope with highs and lows in demand, as well as a 
grading of companies into three groups and the allocation of 
routes accordingly, thus matching companies' abilities to 
routes and preventing a mad scramble for lucrative runs. 

Perhaps its most far-reaching recommendation is that all 
maritime regulatory functions be integrated into a single 
agency. Taken with other recommendations from agencies 
such as the World Bank on liberalising the franchise system, 
this could lead to a "one-stop" clearance-issuing office for 
ships in a far more logically structured industry. 

What has been lacking so far is the political will to push re- 
forms through in the face of bureaucratic resistance from va- 
rious of those agencies which now hold sway, and which are 
still reluctant to let go of those functions — on which large 
parts of their revenue depend. Now that not only the industry 
but also Marina and the PPA are advocating such major 
changes, which echo the CRC's recommendations, perhaps 
the will can be found. — Michael Westlake 
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Shippers ride 
the rate 
rollercoaster 


By A Correspondent in Hongkong 
A‘ years of competition with Rotterdam and New 


York, Hongkong became the world's biggest con- 
tainer port in terms of throughput, only to face a 
growing challenge from Kaohsiung in Taiwan. Changes at 
the top of the league have seen the parallel development of 
container shipping as a distinct market within the overall 
shipping industry — though the volume of cargo moved in 
bulk on tankers or bulk carriers far outstrips the volume mov- 
ing in containers. : 
The container shipping industry — often known as liner- 
shipping, with ships sailing between ports on pre-arranged 1. 
schedules — involves mainly the movement of manufactured 
goods from exporter to retailer. The world’s top tO container 
shipping companies are a blend of European, US and Asian 
(Taiwan, Japanese and Hongkong) lines. The US shippers. 
with their connections to the world's largest consumer ma 
ket, are strongly represented. IM 
American President Lines (APL), operating only on | 
trans-Pacific routes, recently made some heavy capital ex- 
penditure to buy a fleet of the largest container ships afloat to 
link with its extensive land and rail transport system in the 
US. Sea-Land Services Inc., which has begun to adopt a 
higher profile after a period of internal reorganisation, oper- 
ates one ofthe most extensive networks of container shipping 
with North America. 

United States Lines went bankrupt in December 1986 fol- 
lowing a failed gamble with the construction of 12 huge con- 
tainer ships operating on an innovative route circling the: 
globe, and remains under bankruptcy protection in the US. 
The 12 ships were taken over by a consortium involving Sea- 
Land and, following alterations to increase their cruising 
speed, are now used in trans- Atlantic trade. 

On a par with APL and Sea-Land is Europe's Maersk 
Line, part of Denmark's A. P. Moeller Group with diver- 
sified shipping interests, including bulk carriers, tankers and 
shipbuilding yards. Maersk operates probably the most geo. 
graphically spread liner shipping services. Maersk's recent in- 
troduction of new trans-Atlantic services means it now serves 
North America from both east and west, and it maintains a 
strong Far Eastern presence, operating services from there to 
Europe and North America. 

Taiwan's Evergreen Line has risen rapidly from a small 
concern to one of the world's top three container shipping 
companies in terms of capacity. This growth led to specu- 
lation about the source of the financing required for the 
ships and containers. The company's pervasive green liv- 
ery, extending even to its Taipei headquarters, produced 
a remarkably strong identity. Evergreen expanded as an 
independent operator working outside the traditional con- 
ference system and undercutting prices to ship containers 
of the established carriers. Little financial information is 
available, but Evergreen is believed to be highly cost-effi- 
cient. i 

Orient Overseas Container Line (OOCL) is the largest 
Asian line after Evergreen. A corporate and debt restructur- 
ing exercise completed in January 1987, left it with few re- 
sources for capital investment in new ships and infrastruc- 
ture. An infusion of US$100 million from Hongkong's Henry 
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Fok gave OOCL’s holding company, Orient Overseas (Inter- 
national) Ltd funds for expansion. 

As the biggest trade route in volume terms, the trans- 
Pacific link has a significant impact on all the major liner 
operators. In the past, it has tended to be an imbalanced 
trade, with more cargo going eastbound than westbound. It 
has also been a volatile route, like the trans- Atlantic link. 
Freight rates — and ultimately container shippng companies' 
profitability — fluctuated wildly. 

In a rollercoaster effect, uneconomical freight rates have 
slowly shifted up to levels generating modest profits for ship- 
pers, only to fall suddenly back down to loss-making levels. 
This cycle generally lasts about three to four years, but has 
recently accelerated. Some analysts blame the gyrations on 
US shipping lines and their quest to increase market share at 
the expense of revenues and earnings. Since the beginning of 
this year, freight rates have dropped nearly 40% and show no 
signs of having bottomed out. 

One result has been that more and more shippers have 
been reluctant to enter long-term service contracts guarantee- 
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ing à certain volume of trade in return for discounts set by 
the main body of shipping lines through the shipping agree- 
ment body, the Asia-North America Eastbound Rate Agree- 
ment. This reluctance has been vindicated with rates drop- 
ping below service contract levels. 

The traditionally more stable Far East-Europe trade 
route has strengthened, and despite increases in capacity, 
freight rates on the route have not weakened. Recent moves 
by South Korean operators to start a joint independent ser- 
vice on the route, reflecting growing trade between South 
Korea and Europe. is seen as a danger, but the traditional 
forbearance of lines on this route should serve to keep rates 
relatively stable. 

The next 12 months are expected to see further volatility 
on the main trade routes. Overall trade between Asia and its 
customers in the industrialised nations will continue to grow, 
and increased shipping links are being forged with the new 
growth countries of Asia, especially Thailand, Malaysia and 
Indonesia. Singapore will assume a significantly important 
role as a port and shipping centre for the region, while Hong- 
kong is expected to retain its dominance of container ship- 
ping into the 1990s. Oo 


Satellites replace the Morse key 


with high-speed satellite communications run through 

- microcomputers — the image of the radio officer pa- 
- tiently tapping away in Morse code and spending ages receiv- 

ing dots and dashes in return is one which has persisted since 

:.the advent of radio. But the radio officer's days are num- 

~ bered. 

Shipowners have been, and are still being, dragged kick- 
ing and screaming into the age of modern communications 
via satellites, persuaded initially by the improvement to 
safety such systems offer and by the promise of economic be- 

; nefits. And though in practice the economic gains have prov- 
ed harder to quantify because of variations in individual situ- 
ations, according to the International Maritime Satellite Or- 
ganisation (Inmarsat) they are nonetheless real. 

There are echoes in the shipping world of the attitudes en- 
-countered in other fields which have switched to higher- 
speed communications. In journalism, for instance, the cor- 
respondent in the field, far from head office. operates as an 
independent and largely self-reliant unit for much of the 
time, receiving assignments from head office and com- 
- municating information back to head office upon an assign- 
ment's completion. 

. ; But when the telegram was the fastest means of communi- 
cation available at a reasonable price, and even then had to 
be as short as possible to be economic, contact with head of- 
fice tended to be sparse, terse and impersonal, with many op- 
portunities for misunderstandings and for time to be wasted 
merely in the process of trying to send messages and in await- 
| ing replies. 

With the arrival of digital communications via home or of- 

fice microcomputers and electronic packet-switching, con- 

: tact became virtually instantaneous, messages could be much 

` longer and more personal if necessary and relations between 

- head office and the field became far closer. Fine for head of- 

; fice, but for the correspondent perhaps an erosion of inde- 
pendence and thus, emotionally, a possible diminution of re- 

[ sponsibility. 

. The feeling that Head Office Is Watching You is naturally 
unpleasant for people used to a high level of independence, 
whether journalists or sailors far from their bases. But com- 

“munications technology is changing the shape of many indus- 
tries by opening up new economic possibilities. And fears of 

loss of independence should be countered with the thought 


S hipping is not a sector one would normally associate 





that communications systems work both ways — today's 
technology also presents the far-from-base employee with a 
golden opportunity to make head office fully aware of prob- 
lems being encountered and to seek at least understanding 
and perhaps advice and help if necessary. 

A similar though not identical pattern can be seen today in 
shipping, though the amount of communications traffic gen- 
erated is usually less than for correspondents and thus the 
economic benefits of a full packet-switching system less obvi- 
ous. But an Inmarsat survey on shippers’ experience with 
satellite communications in general found that, though in- 
stances of dramatic savings were hard to find, most operators 
could not imagine working without such systems for telex and 
voice messages any more. 

Tanker operators have long formed the largest single 
shipping sector to use satellite communications, most often 
for telex messages rather than voice because of costs. What 
might be though of as the obvious advantage — the ability to 
divert a ship earlier as the spot oil market changes — is not 
really important because this could be done swiftly enough in 
any case. But for solving problems — loading difficulties, 
technical breakdowns and the like, the ability to send long 
messages more easily and faster has saved much vessel time 
and therefore much money. 

A further attraction for the big-ship operators, and not 
just for tanker operators, is that as additional technology cuts 
the cost and size of equipment for specific functions, so more 
functions can be added economically aboard ship — eventu- 
ally eliminating the need for radio officers and thus saving 
crew costs. This, however, may be a long-term project as not 
only unions will have to be persuaded to accept the inevita- 
ble: national shipping authorities will have to be convinced 
that safety will not be compromised. But a crew-cost saving 
that the use of advanced technology made possible in civil 
aviation, though via a different path, should logically be pos- 
sible in shipping. 

For the smaller ship operators, with vessels of up to 1,600 
gross registered tonnes, the situation is entirely different. For 
the most part, cargo ships of this size are not required to carry 
a radio officer and their communications are conducted via 
very high frequency (VHF) radio telephony equipment, with 
no need for high frequency. gear or Morse transmissions. 
Also, their port calls tend to be far more frequent that those 
of bigger ships, so contact with head office is naturally more 
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often done though telephone or telex on land, or by using 
shore stations to set up ship-to-shore telephone calls. 

Hence among operators of smaller ships there is consider- 
able scepticism about the value to them of a major invest- 
ment in new radio equipment which will be required by virtu- 


international regulations designed to enhance safety. 
The new Future Global Maritime Distress and Safety Sys- 
tem poses new requirements for all new ships larger than 


having a deadline of 1995. The bigger ships built after 1985 
will have until 1993 to comply, and all ships regardless of size 
or age must comply after 1997. 





quirements, is expected to cost around £17,000 (US$28,000), 





be sailed. 


Some of this gear may already be aboard many bigger 








Gro p call receiver: automatic services. 





ally all owners in the next few years to comply with upcoming 


1,600 grt from 1 July 1991, with smaller ships built after 1992 


The equipment needed, quite apart from any national re- 


and includes an emergency position indicating radio beacon 
(Epirb) to transmit on 406 MHz for reception by search-and- 
rescue (SAR) satellites, a radar transponder to aid SAR op- 
erations, a small satellite dish and digital selective calling 
equipment (in effect, direct dialling from any telephone to a 
particular ship) which will eliminate the need for radio 
watches, among other gear depending on where the ship is to 











ships, but the small-ship operators are arguing that digital 
selective calling as applied to their VHF radios is an expen- 
sive waste of time, because it has a range of only about 300 
miles, and the ship needs to be within voice range (up to 
about 50 miles) to answer. It thus offers no improvement in 
safety, but adds a considerable financial burden to opera- 
tions running on slim margins. 

The owners argue that since VHF radio gear is kept on the 
bridge for emergency purposes, a continuous VHF watch is 
kept in any case because the bridge is always manned while at 
sea. Thus either all smaller ships must have VHF selective 
calling equipment or none at all, because otherwise a caller 
would not know whether to call via this system or just broad- 
cast on VHF. 

Further, they argue, the world market for such VHF 
equipment is so small that once equipment manufacturers in 
different parts of the world all try to grab a share, research 
and development costs will be duplicated. Combined with 
the long period of phasing in the rules, and hence low volume 
production, this means that the cost to the shipowner is not 
going to come down over time. In some cases, the owners 
E the equipment may cost more than a second-hand 





ship, thus perhaps forcing owners to seek economies of scale 





in bigger ships at the expense of frequency of service. 

For bigger ships the new rules are already opening up new 
possibilities, partly by default in that a new range of com- 
munications services has sprung up as a result of the need to 
avoid problems which could be encountered with the rules' 
total lack of a requirement for radio watches. 

The lack of radio watches means that another method had 
to be found to receive marine safety information for the area 
in which a particular ship is being sailed. For coastal areas the 
Navtex system — which couples incoming radio traffic to a 
printer — is being established in many parts of the world 
where there is a high density of such shipping. Navtex oper- 
ates on 518kHz, a frequency with limited range, chosen to 
limit each coastal station to a particular geographical area so 
that vessels receive only messages relevant to the area in 
which they are sailing. 

But some countries asked for a higher frequency, both for 
longer range and to overcome propagation problems, and 
the result is Inmarsat's Enhanced Group Call System using 
satellites. With this, either a group of ships or a geographical 
area can be addressed, and the size and shape of the area can 
be altered within the satellite's footprint. 

Inmarsat says that the system can accept any language and 
alphabet, just as a facsimile transmission by landline does. 
Within the system, two services will be offered — first is 
Safetynet, which will be used for all ships in a particular area 
to give them information on weather and distress signals re- 
ceived. Second is Fleetnet, a commercial service available to 
any subscriber in the world, and via which market or com- 
pany information can be sent only to those ships addressed by 
the subscriber. 

A separate development programme, but also involving 
Inmarsat, concerns Epirbs which will report swiftly via an In- 
marsat geostationary satellite in the event of a sinking and 
thus prevent a vessel from disappearing without trace. 

Present Epirbs automatically broadcast their distress sig- 
nals on VHF frequencies, either limiting their range to line- 
of-sight — passing aircraft and nearby ships or coastal sta- 
tions only, or relying on two SAR satellites, depending on 
the Epirb's broadcast frequency. The upcoming requirement 
for all ships to carry Epirbs using the SAR satellites' 406 MHz 
frequency is a considerable advance, given that the two satel- 
lites involved have already saved lives by giving precise loca- 
tions of signals received. : 

But the problem remaining is that the two satellites at pre- 
sent used for this purpose are in polar orbit, so that a distress 
signal might have to be running for a considerable time be- 
fore the footprint of one or the other passes over the area in 
which the Epirb is transmitting. If, during this time, the sink- 
ing vessel takes the Epirb with it, or the Epirb is damaged 
during the sinking, the satellites may well miss the entire 
event. 

A recent development is an Epirb which broadcasts in the 
L-band used by Inmarsat’s satellites, which being geostation- 
ary provide continuous coverage of all areas sailed. In 
demonstrations last year, the band 1,644.3-1,644.5MHz was 
used, but this will be changed to 1,645.5-1,646.5MHzwith In- 
marsat's second-generation satellites. 

A vast improvement in speed of receipt of message was 
one early result: an average time of 1.24 minutes, ranging 
from 36 seconds to 10.3 minutes, and in the majority of cases 
the message was received at the relevant ground station 
within two minutes. Further, instead of sending merely a 
pre-programmed electronic "scream" for help, the new 
Epirbs can be updated continuously by the ship's electronic 
navigation system and will broadcast the ship's identifica- 
tion and position as part of their automatic distress signal. 

The SAR part of the picture should thus be limited to es- 
timating and refining calculations of the effects of current 
and winds on lifeboats and/or liferafts from a known position 
while rescue units are in transit to the last known position as 
broadcast by the Epirbs, thus removing much of the uncer- 
tainty which can surround such operations at present. 

— Michael Westlake 
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MEMOIRS 


Those golden vagabonds 


Wars without End by Eric Downton. Stoddart, Toronto. No price given. 


n February 1939, the author, then 22, 

was an immature lad who covered the 
Spanish Civil War and eavesdropped on 
his two great heroes, Ernest Heming- 
way and Andre Malraux, as they argued 
in the bar of the Hotel Florida in Mad- 
rid. “Too many people, expecially writ- 
ers are enjoying intellectual masturba- 
tion over Spain," said Malraux, with an 
appropriate gesture of his right hand. 
*Mon cher Ernest, you must go to China 
to see for yourself the real revolution." 

So Eric Downton got there ahead of 
him, starting off a long career as a war 
correspondent in Asia, the Middle East 
and Europe, with time out serving as an 
officer in the Canadian navy. In this lat- 
ter though unlikely role, he accidentally 
shelled the city of Boston, mistakenly 
thinking that his quick-firing guns were 
unloaded when he was ordered to clear 
them. 

In this volume, Downton renounces 
the “gilded vagabondage of the foreign 
correspondent" and, in the process, 
tells some quirky tales. However, he 
does not mention that he himself earned 
the nickname “strangler” in the Middle 
East, a tag conferred on him for his 
strange method of reminding head wait- 
ers that his name was actually on the list 
of reserved tables. 

Downton worked in Singapore and 
China until the outbreak of the war in 
the Pacific with Japan. In 1940, while in 
Peking, he got to know the courtiers 
surrounding the last emperor of China, 
Pu Yi, who waslater recycled to become 
the first emperor of Manchukuo when 
the Japanese took over Manchuria. 


They were known irreverently as the | 


Eunuch Connection — or even more ir- 
reverently to the intelligence commun- 
ity as the Mafia Without Balls. 

The eunuchs were indefatigable, 
clever listeners, and, because they knew 
much of what went on between the em- 
peror and the Japanese, passed on mili- 
tary strategy of the Japan Kwantung 
Army facing the Soviets to the US con- 
sul-general in Shanghai and, more pre- 
dictably, to Gen. Chiang Kai-shek's 
agents in Peking. 

Today's readers will, however, prob- 


ably find the most interesting informa- | 


tion towards the end of the book, where 
Downton deals with the British MI6's 
interference in the journalistic game. 
The more serious side to this interesting 
bit of the book is his accusation that he 
was “press-ganged” into working for 
MI6 when he was with the Daily Tele- 
graph newspaper of London, then 
owned by Lord Camrose, whose son 


| respondents be used by MI6. 








Michael Berry 
supervised the day- 
to-day running of 
the newspaper. 

The man who 
briefed him was 
the foreign news 
editor, who told 
him that, during his 
upcoming visit to 
Moscow (shortly 
after the death of 
Stalin in 1953), he 
should | cooperate 
with the MI6. The 
British press at- 
taché at the em- 
bassy in Moscow 
was to serve as 
his contact. The 











Pu Yion the big screen: recycled. 


Downton was to keep his eyes and 
ears open, he was told, and was handed 
a sheet of paper with some questions 
MI6 needed answering. That went 
down the first toilet he saw; and, for the 
rest of his time there, he received frosty 
letters from the for- 
eign news editor 
saying he was let- 
ting the side down 
by disobeying in- 
structions. Later, 
the famous British 
double agent, 
Harold Philby, 
wrote in his book 
My Silent War: 
“They [MI6] habi- 
tually use jour- 
nalists.” 

Lord Beaver- 
brook, owner of 
the Daily Express 
group in London 
and a fellow Cana- 
dian, also encour- 
aged that sort of 





N 





foreign news editor 
was, in other words, telling Down- 
ton that Berry and his father approv- 
ed of the idea that their foreign cor- 
“I did not 
like it,” said the man bound for Mos- 
cow, “but I was not going to argue.” 


SOCIOLOGY 


| reputation of the media. 


thing, Downton 
was told by Frank Owen, one of his fa- 
vourite editors. Is it honest journalism, 
he asks? Of course not. Episodes such 
as the one Downton describes in his 
forthright book have helped tarnish the 
— Donald Wise 





Blue-eyed images 


The Japanese through American Eyes by Sheila K. Johnson. Stanford Univer- 


sity Press, Stanford. No price given. 


his book, a much revised, updat- 
ed and expanded edition of Ameri- 
can Attitudes Toward Japan, 1941-1975, 
is a readable introduction to Japan 


| as seen through selected eyes in the 





Sheila Johnson, a self-employed an- 
thropologist and free-lance writer, has 
selected a number of themes she be- 
lieves have coloured US post-war at- 
titudes towards Japan from the “float- 
ing world of popular stereotypes.” 
These, she says, include cartoons, best- 
sellers, popular magazine articles, 
movies, art exhibits, business reports 
and export statistics. Johnson’s text is il- 
lustrated by a number of cartoon re-pro- 
ductions and a facsimile of a 1941 article 
published in Time magazine that fea- 
tured four Oriental faces and the head- 
line “How to tell your [Chinese] friends 
from the Japs.” 

The book’s first edition was pub- 
lished in 1975, the same year James 
Clavell’s Shogun appeared. This latest 
edition, a revision of a copy that was 
prepared for a Japanese translation in 





1986, devotes a new chapter to Shogun 
and Eric Van Lustbader's The Ninjas 
and The Miko, published in 1980 and 
1984 respectively. 

While Johnson's book is generally 
stimulating and, sometimes, educa- 
tional, it is not always clear how Ameri- 
can its images are. For instance, 


| Johnson herself began looking at Japan 


from German-occupied Holland. This 
confusion is also apparent in a chapter on 
Japanese Americans, where Johnson 
writes that "to some extent, any ethnic 
group in a large, pluralistic society such 
as the United States, is a hostage to in- 
ternational relations." But her overview 
of the dilemma faced by Japanese immi- 
grants to the US and their offspring is 
flawed because of the confusion sur- 
rounding her usage of the words “Ja- 
panese” and “American.” 

In a number of contexts, the term Ja- 
panese seems to designate race or 
ethnicity, while American sometimes 
appears to exclude those Americans of 
Japanese ancestry. Although such am- 
biguity may characterise the images 
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Johnson draws, she should have used 
the labels more objectively. 

Johnson’s American eyes are also 
too blue, in the sense that she has used 
mainstream (Anglo-White dominated) 
media as her guide. It would have been 
interesting to know what Japanese 
Americans of various backgrounds 
thought of “the homeland.” Johnson 
has ignored their media, except when 
citing one writer who describes how the 
Japanese-language pages of two 
Hawaiian dailies, published by Japan- 
ese immigrants, hailed Japan’s military 
inroads in China up to 1941. 

Such evidence of how “many first- 
generation Japanese immigrants . 
identified with their homeland” leads 
Johnson to observe that, despite the his- 
tory and widespread anti-Orientalism in 
the US, “it would be a mistake to think 
of the Japanese Americans purely as 
victims of discrimination when the 
property of those living on the West 
Coast was confiscated during their 
World War II imprisonment." 

It is here that Johnson fails to follow 
the moral imperative that ought to 
guide a study of stereotypes as serious as 
hers. If itis wrong to treat any individual 
or group on the basis of popular images, 
and if it is illegal to intern Japanese im- 
migrants and Americans of Japanese 
descent without specific charges, evi- 
dence or due process, then those who 
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*Today we'll be talking about some new approaches.? 








were so treated were, indeed, purely 
victims of the very racism that Johnson 
otherwise describes with reasonable ac- 
curacy. 

Yet Johnson's critical perspective 
partly compensates for her problems. 
She disagrees with US educationist and 
writer Nathan Glazer's assessment of 
US attitudes towards Japan as shallow. 
For her, they are no more shallow than 
US perceptions of countries like 
France, Spain or the Soviet Union. “In 
fact," she argues, "they may be more 
profound, since they tend to be based 
on war-time experiences, tourism, or 
contact with Japanese products, from 
kimonos to automobiles." 





Johnson also refutes Glazer's thesis 
that US attitudes towards Japan are am- 
bivalent because Japan and the Japan- 
ese are paradoxical by nature. She rec- 
ognises that, in some respects, Japanese 
and US characters differ to an extent 
that may both "attract and repel" 
Americans. *But," she argues, ^this is 
not at all the same thing as saying that 
the Japanese character harbours such a 
galaxy of traits that one can only re- 
spond with confusion." 

Johnson's introduction looks at va- 
rious national character studies, which 
she qualifies as "studies of cultures at a 
distance." But it is not until the end of 
the book that she notes that such studies 
may be limited, both because they are 
based on “modal personality" traits 
which may characterise fewer than half 
the sample of people under study. For 
instance, factory workers in two 
societies may have more in common 
with each other than with, say, profess- 
ors. 

Some themes, like language, 
minorities and religion, are missing. 
Suicide stereotypes are mentioned in 
passing, and one must turn to the end 
notes to learn about suicide in Japan 
from 1964, based on a 1973 source. Nit- 
pickers and trivia freaks will find more 
to fault. But the above shortcomings 
aside, the book deserves to be widely 
read. — William Wetherall 
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FICTION 


Stories of the vanquished 


A Farewell by Bo Yang and translated by Robert Reynolds. 


Hongkong. No price given. 


his month, Bo Yang, the irreverent 

and sometimes reviled writer from 
Taiwan, is going home to the mainland 
for a visit. For the vanquished veterans 
of the Kuomintang (KMT) who had fled 
to Taiwan by 1949, for Bo Yang's gener- 
ation of displaced mainlanders, this 
journey home has almost become a re- 
quisite pilgrimage. 

This generation of luckless soldiers, 
lackeys of the party, lowly func- 
tionaries, the losers in the great war for 
China are the fodder for A Farewell, a 
collection of short stories. There is a sad 
resonance in the publication of this Eng- 
lish translation of stories of men 
scrambling to survive in Taiwan just at 
the time those old KMT footsoldiers 
have been allowed to return to China, 
often to hollow reunions in places they 
no longer recognise. 

Bo “Yang, the pen name of Kuo Yi- 
tung, is smack in the middle of this gen- 
eration, not as a soldier or party man 
but as an intellectual nationalist who 
fled to Taiwan because he hated the 
communists. The KMT commissars set- 








| men. 


Joint Publishing, | 


a home that has been lost, of the strug- 
gle of exiles, and stories about just 
surviving without dreams or ambitions 
or expectations that anything better will 
happen. 
In one story called An Offering of 
Wine, a tired and poor peanut peddler, 
hawking his wares 





tled in to running 


Bo | 


Taiwan, but 

Yang settled into 
disillusionment. His 
disillusionment was 


political and by 1968 
his satiric and sear- 


ing newspaper col- 
umns landed him in 
prison for nine 
years. Behind bars 
he concluded there 
was little differ- 
ence between the 


KMT and the com- 
munists — a con- 
clusion that sent him 
on his search for a 
cultural explana- 





|Bo Yang: disillusioned. 


one night, meets an 
old acquaintance, 
once a professor in 
Lanzhou. 

“They began tell- 
ing each other what 
had happened since 
they had separated. 
The stories were ones 
that most Chinese 
could tell, living in 
a time of unrest and 
violence. Individual- 


] 
| 
| 
| 


ly told, they were 
enough to break 
your heart. But 


heard by the hund- 
reds and thousands, 
all the same, they 








tion and led to his 
famous essay The Ligly Chinaman. 

These stories, though, are not about 
the grand sweep of history and the 
cultural deficiencies of the Chinese 
lingering through the dynasties. They 
are particular stories of sad, lonely 
They are stories of yearning for 





- began to seem like 

| children' s te (ales, no longer worth paying 
attention to. Yet their monotony didn't 
keep us from letting out genuinely hear- 

| felt sighs of both sy ympathy and sadness 
for ourselves.” There is no monotony in 
A Farewell, a fine addition to those 

| tales. — Margaret Scott 
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CHINA — 


Another month, another million 
The Population Atlas of China compiled and edited by the Population Census 


Office of the People's Republic of China and the Institute of Geography of the 
Chinese Academy of Science. Oxford University Press. HK$950 (US$122). 


C hina's huge population impresses it- 
self on all who take an interest in the 
Country, from armchair travellers and 
journalists to research scholars. The 
crush of its people cannot be escaped, 
at least in areas other than the un- 
developed wilderness.  - 

«Paradoxically, despite China having 
Xhe longest.single run of population 
‘records of any country, the size and 
structure of its population has, in all but 


_the most simple terms, been the subject | 


of debate. 


An imperial census usually only tal- | 


lied how many family or clan head 


would admit for tax purposes; modern | 


Chinese population figures have been 


only marginally better, with details | 
often shrouded in secrecy. Three na- | 
tional census have been held since 1949 | 


— in 1954, 1963 and 1982. The second 


census, in fact, was only confirmed and | 


results released during preparations for 
the third, held on 30 June 1982. 

The Population Atlas of China, pub- 
lished by Oxford University Press, is an 


| 
i 
| 
i 
| 
| 
j 


| 
| 
| 
| 
| 
| 
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| tional levels: employment: family, mar- 





attempt “to summarise the [third] cen- 
sus findings in the form of maps depict- 
ing demographic, social and economic 
characteristics, as well as the regional 
distribution and variation, of the entire 
population of China,” according to its 
preface. 

This is a daunting task. The atlas has 
137 quality colour maps divided into 
eight sections — background maps; | 
population distribution; ethnicity; sex | 
and age: population change; educa- | 


riage and fertility. All were composed | 
from census tabulations using specially | 
developed computer-mapping software. | 
Overall, the atlas is successful in con- 
veying visually complex demographic | 
data. It also breaks new ground in mak- | 
ing public data from below county level, | 
such as communes, in six regional maps | 
of highly developed areas, like the delta | 
regions of the Yangtze and Pearl rivers. | 
China usually classifies data from this | 
administrative level as state secrets. 
Among the various maps, the display | 


| data organisation are a little tendenti 


| mography. 


of employment aspects is of particular 
value to economists, with multi-dimen- - 
sional details of occupations in counties 
and cities. The sex; family and fertility 
maps present a wealth of detail about 
birth, life and death across the country, 
showing how the population profile of 
East China is similar to developed coun- 
tries while the south and southwest have 
far higher birth rates, despite improved 
life expectancy, much like other de- 
veloping countries. = 

Historians, too, will find valuable — 
the reconstructed maps of populatioi 
change from the Western Han thr 
to modern China, which illustrate the 
southward migration of the 
over 2,000 years. - 

However, aspects of the text ai 








ous, and owe more tó politics than de 
That is understandable, 


| though. After all, population control - 
| and demographic theory have been as: 
| big a political hot potato as economic 


development strategy. 
This aside, the atlas is a major 


| achievement. One hopes that Oxford 
| University Press might consider pub- 


lishing a scaled-down. version which ~ 
might be more affordable for: school 


| libraries and classroom use, where it 


will be of value in making accessible — 
some of the complexities of population — 
in China. — Stephen Morgan © 
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AS AN INVESTOR, you're looking to invest your money 
with those fund managers whose record for consistently 
selecting the best performing stocks and shares sets them 
apart from the rest in a given market sector. 

However, the constant changes in the world economic 
markets and in fund management groups often makes it 
difficult or impractical for most investors to identify and 
select, and then to manage a portfolio of investments. 

The International Portfolio Fund Limited was 
specifically designed to meet this challenge. IPF enables 
investors to benefit from the expertise in asset allocation of 
the Fleming Group and from the research departments of 
Matheson Investment Management Limited in London and 
Matheson PFC Limited in Hong Kong to structure and 
manage four unique ready-made portfolios which invest in 
the best and most consistently performing offshore funds 
and unit trusts. 

During the month of October, the individual portfolios 
will be offered free of the customary initial entry charges, 
enabling you as an investor to access the best and most 
talented fund managers in an individual portfolio with a 
proven track record. 





The portfolios spread risk and opportunity. They offer a 
cost effective and administratively simple method of 
acquiring a portfolio of investments which are under expert 
supervision 1 

To find out more about the International Portfolio Fund 
Limited and how you can employ thirty of the world's most 
talented fund managers at no cost, simply send the coupon 


below. 
Matheson PFC 


[eu 
A Member of the Jardine Matheson Group 


130) Word Trade Centre * Causeway Bay, Hong Kong 
.. Telephone 5-8908448 è Fax 5-8902524 i 
Offices m London, Singapore, Kuala Lumpur and Australia 
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Please rush me details about The International Portfolio Fund so thai 1 
can benefit from thirty of the world's most talented managers. 


Name __ 








Telephone (Homes fice) 





Best rime to contact 00. 
MPFC and MIML clients please provide client 





Please note that the price of units and the income from them can go down as well as up. 
Investors should also be aware that there may be circumstances and conditions which could restrict their right to redeem their units. 
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Peking seeks to reassert its control to cool runaway economy 


A hunt for economic steroids 


By Louise do Rosario 
hina is facing its most severe eco- 
nomic test in a decade. The central 
government, which has given away 
much of its regulatory power, must re- 
store control to an overheated and 
highly inflationary economy. 

To bring about a quick and soft land- 
ing, Peking is planning an economic re- 
trenchment and a recentralisation of 
economic power on a scale unseen in 
years. In pricing, investment and for- 
eign trade, orders have been issued in 
the past few weeks for a return of deci- 
sion-making authority from local gov- 
ernments to central ministries. A 
plenum of the Chinese Communist 
Party held on 26-30 September 
(REVIEW, 13 Oct.) passed a strongly 
worded 20-point directive to curb cre- 
dit, investment, consumption 
and industrial growth, sources 
say. 
Local party bosses have been 
threatened that unless they fol- 
low Peking's orders, their career 
will be at stake. In a highly sym- 
bolic gesture, there will be a 
crackdown on corrupt activities 
of prominent Chinese com- 
panies, some of which are popu- 
larly believed to command 
special privileges under the pa- 
tronage of top cadres. 

Since early this year, China 
has lived with spiralling infla- 
tion, double-digit industrial 
growth, a credit explosion and 
an investment boom. Although 
post-Mao Zedong China experi- 
enced similar hypergrowth in 83 
1977-78 and 1984-85, the latest 
surge is the most unsettling be- 
cause it has led to widespread 
public discontent, rampant cor- 
ruption and social instability. A spate of 
bank runs and panic buying in mid-year 
(REVIEW, 22 Sept.) was the last straw 
that convinced Peking that before pro- 
ceeding with more bold reforms a 
thorough house-cleaning was paramount. 

At the recent plenum, the party com- 
mitted itself to slow down industrial 
growth — which was 17.5% in the first 
nine months of the year — to 8-10%. In- 
flation, which saw prices in July up 
19.2% on those a year earlier, should 
also be lower next year, it said. Mean- 
while, the draft five-year plan for 1989- 
93, accepted in principle in mid-August 
and calling for the decontrol of most 
prices, is now little mentioned. 

Analysts say the readjustment this 
time is more important and more dif- 
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ficult than the previous two similar exer- 
cises in 1979-81 and 1985-86: more im- 
portant because the much-weakened 
central government needs to be seen as 
still in control; more difficult because 
Peking’s leverage in the national econ- 
omy has already been reduced by de- 
volution of power. Because so much is 
at stake this time, Peking is likely to re- 
sort to heavy-handed political pressure 
on local authorities to slow the econ- 
omy. Its past commitment to use eco- 
nomic levers rather than administrative 
measures to solve macroeconomic 
problems will take a back seat to the 
need for urgent stabilisation measures. 
But even with determination by Pe- 
king and luck all round, the economy is 
unlikely to slow down for at least a few 
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[77] Industrial output 


Source: State Statistical Bureau. 
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more months. The last quarter is the 
most economically active time of the 
year, when factories rush to meet yearly 
production quotas, workers get hefty 
bonuses and annual fiscal projects have 
to be completed. 

Moreover, the industrial sector — 
the engine of growth — has not yet run 
out of steam, as it did at the end of the 
last period of hypergrowth in 1984-85. 
Inventory and consumer demand re- 
main high, while raw-material shortages 
are still not widespread. For example, 
output of steel, an important indicator 
of manufacturing, grew by a solid 996 in 
the first eight months of this year, com- 
pared with the same period last year. 

But there are potent, if crude, 
methods Peking can use to bring about a 








crash landing. These include a price 
freeze, a ruthless halt to investment pro- 
jects and an indiscriminate credit 
squeeze. Such measures and a natural 
depletion of resources brought monthly 
industrial growth from 22.1% in June 
1985 to 0.876 in February 1986. The im- 
pact was immediate, but the economic 
cost was high. 

Since early September, there has 
been a low-key but significant reasser- 
tion of central power and major cut- 
backs in economic activity in the state 
sector. In this process, the State Plan- 
ning Commission (SPC), allocated an 
indirect role in the national economy 
under a bureaucratic streamlining ap- 
proved early this year, has re-emerged 
as the most powerful decision-making 
body. 

In the area of pricing, the 
State Council has reaffirmed 
that prices of 72 key com- 
modities will continue to be 
tightly controlled by the SPC, 
the Ministry of Economic Rela- 
tions and Trade (Mofert), the 
Ministry of Materials, the Minis- 
try of Metallurgical Industry and 
other industrial ministries. 


eking has also sent high- 

level investigation teams to 
localities to ensure that price 
ceilings are followed. Certain 
partially decontrolled markets 
for important agricultural pro- 
ducts and inputs such as cotton 
and fertilisers have been placed 
under unified state control in 
many provinces. 

Postponement of earlier 
planned decontrol of prices of 
such products as steel and 
timber, means the state will have to con- 
tinue to devote great administrative and 
financial resources to maintain the cur- 
rent multi-pricing system. There will 
continue to be a temptation for state 
units to sell to the free market goods 
which have been supplied by the state at 
low, fixed prices. 

In foreign trade, all unauthorised 
companies are to close down. Mofert is 
also to use controls such as import and 
export licences and quotas to regulate 
trade. 

In investment, the aim is to cut capi- 
tal construction by Rmb 50 billion 
(US$13.43 billion) or about one-fifth of 
the targeted investment of state units 
within the next two years, sources say. 
A team headed by Premier Li Peng is to: 
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decide which projects to halt 
by end-November. Officials 
at each bureaucratic level 
are, for the first time, held 
personally responsible for 
holding both budgetary and 
extra-budgetary investment 
to the new low target figure. | 
It is not clear how Peking can | 
cut the estimated Rmb 200 
billion of capital construc- | 
tion that is outside the state | 





plan. 
In curbing demand, Pe- 
king can only directly 


squeeze the public sector and 
not individuals or collectives. | 
State investment, state fac- | 

-tories and government de- | 
partments therefore will bear 
the brunt of the cutback im- 
mediately, though the other 
sectors will feel the pinch 
eventually. The impact on 
frequently uneconomic state factories 
could be severe. The recent spate of 
mergers and acquisitions among state 
factories were bankruptcies in disguise 
as loss-making factories are sold to pro- 
fitable enterprises. 

The State Council has also given the 
People’s Bank of China (PBoC, the cen- 
tral bank) more political muscle to re- 
ject credit requests by local govern- 
ments. To squeeze credit, the PBoC this 
month begins a national credit investi- 
gation, a crackdown on non-bank finan- 
cial institutions and a tightening of lend- 
ing procedures. On 1 September, the 
PBoC raised, for the second time this 
year, banks’ reserve ratio from 12% to 
13% . Lending rates are also expected to 
go up soon, PBoC branch managers are 
now meeting monthly, rather than quar- 
terly, to ensure quick response to the 
credit situation. 

In the coming months, the PBoC will 
come under enormous pressure to keep 
money-supply growth low. On the one 
hand, it has to finance state year-end 
paces of agricultural products, 

igher saving interest rates and bigger 

state subsidies. Bank runs in August 
exhausted bank reserves and they will 
certainly have to ask PBoC for more 
funds. On the other, it has to be the fire- 
man in the anti-inflation battle. As a re- 
sult of the financial crisis during the 
summer, money-supply growth is ex- 
pected to reach record levels by the 
year-end. 

An uneasy calm has returned to 
China after months of great economic 
instability. Bank savings deposits are 
growing, while shops have restocked. 
But public confidence is still fragile and 
the estimated Rmb 470 billion of indi- 
vidual bank and cash savings is ready to 
flood the market if there are rumours of 
imminent price rises. Peking’s priority is 
to ensure that the supply of food and 
other basic commodities is adequate 
and that prices are kept low by price 
ceilings and subsidies. The government 
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also needs to fulfil its promise soon of a 
pay rise to increasingly impatient urban 
dwellers. 

Trying to ease inflation while main- 
taining high wages and full employment 
are contradictory goals. The budget, al- 
ready in the red, will have to accommo- 
date more subsidies and bank over- 
drafts to keep city people happy during 
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the belt-tightening process. 
One measure to. augment 
budget revenue is the long- 
planned land tax which be- 
gins. from 1 November. The 
rate is Rmb 0.5-10 a m? in 
cities. To discourage lavish 
entertaining. it is imposing a 
sales tax of upto 20% on ban- 
quets. Peking also plans to 
speed up the sale‘of houses to 
urban residents and to issue 


prises to workers. 
But these 


officials, convinced that the 
central government means 
business this time, support 
them. All these policy objec- 
tives have been announced 


years; the only difference this 
time is that Peking threatens 


repeatedly in the past few. 


q. 





shares of state-owned enter- o - 


and other | 
policies will only work if local: 


severe punishment to those who defy =) 


them. 


If Peking succeeds in restoringstabil- | 


ity soon to the much-damaged economy 
and a nervous society, it will provide a 


fresh start for reform. If it does not. the E 


government's authority will-be further 
eroded and a search will 
for political scapegoats. 





Old debts to repay 


Businessman Tan Yu faces allegations of breach of trust 


By Jonathan Friedland in Taipei 


hese are bittersweet times for 

Filipino-Chinese investor and indus- 
trialist Tan Yu. After more than a dec- 
ade on the financial knife's edge, his 
heavily speculative investment strategy 
is beginning to pay off. At the same 
time, the Taiwan-based, Bicol-born 
businessman is having to answer to au- 
thorities for some of the more doubtful 
financing techniques used in building 
his real estate - based empire. 

Making matters even more ironic for 
Tan, whose private holdings now 
stretch to four Asian countries and the 
US, is that his diverse political ties — 


artfully cultivated over the years — may | 


not be enough to keep him out of jail. 

The financier, who has revelled in his 
proximity at various times to Ferdinand 
Marcos, Chiang Ching-kuo and Cora- 
zon Aquino, was unceremoniously 
hauled in by Taipei's Bureau of Investi- 
gation on 1 October. There, unkemptly 
dressed in a barong tagalog and visi- 
bly shaken, he was questioned for 
three hours about NT$9.4 billion 
(US$324.7 million) in loans made by his 
Asia Trust and Investment Co. (ATIC) 
in 1979-83. 

The bureau has accused Tan of 


| 
| 
| 





breach of trust and the filing of fraudu- 
lent documents. These actions were al- 
legedly taken by the financier in order 
to systematically bleed the deposit-tak- 


ing ATIC through a complex web. of. 


family-related companies, including 
Asiaworld Hotel, owner of Taipei's 
largest and most ostentatious lodging 
and shopping complex. Although no 


formal criminal charges have yet been.” 


filed, the bureau referred the findings of 
its two-year inquiry to the Taipei dis- 
trict prosecutors office for further ac- 
tion. 

Tan has steadfastedly protested his 
innocence, arguing that al ATIC loans 
under scrutiny have been repaid in full 


and thus represented no breach of >}: 


fiduciary responsibility. Ministry of Fi- 
nance officials counter that while 


ATIC's books may now be balanced, | - 


after having been managed for the past 
six years by the government majority- 
owned International Commercial Bank 
of China (ICBC), the company's lend- 
ing practices during the period in ques- 
tion were far from normal. ICBC's cus- 
todian role came about when the gov- 
ernment was forced to bail out ATIC 
after a 1982 run on funds was sparked by 
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rumours of unorthodox lending prac- 
tices. 

Even if Tan is never formally 
charged, public disclosure of the investi- 
gation will undoubtedly harm his ability 
to expand further now that he finally has 
both the cash and collateral to do so. 
According to Tan's daughter Emilia 
Roxas, who is now chairman of ATIC, 
the family holdings are in excellent 
shape, largely due to Taipei's booming 
real estate market and — until the be- 
ginning of this month — its skyrocketing | 
stockmarket. 

Just out of the ICBC-run clean up 
and with a new professional banking 
management team in place, ATIC is ex- 
pected to turn a 1988 profit of NT$2.5 
billion on net assets of NT$15.23 billion, 
Roxas said. The privately owned trust 
company's prospects were assured by 
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the huge demand for consumer term 
financing and mortgages, she added. 
Asiaworld Hotel, a costly white 
elephant during its earlier days, is also 
in good shape, according to Roxas. It 
has finally moved into the black with a 
1988 occupancy rate of 83% and shop- 
ping mall rental income expected to top 
NT$500 million. 

Most important, a windfall profit of 
NT$25-30 billion is expected to accrue 
to Asiaworld subsidiary Chou Wu in 
1989-90 when the tallest office block 
in Taipei is completed. The project, 
known as Asia Tower, is paying off 
beyond Tan's wildest dreams. Having 
invested land, but no money, in the ven- 
ture — which has been financed almost 
entirely by 20% partner Formosa Plas- 
tics Corp. — Asia Tower is expected to 
have a record market value of NT$3 mil- 


Japan's imperial blues 


Economy unsettled as Emperor Hirohito's illness lingers 


By Charles Smith in Tokyo 


J apan's national mood of concern 
over Emperor Hirohito's illness 
could start to reduce significantly the 
economic-growth rate. Even more so if 
his illness lingers through the New Year 
holiday period, which would probably 
lead to the cancellation of celebrations 
and department-store sales. 

For the present, though, economists 
seem to be less worried about the pros- 
pect of an “imperial recession” than 
politicians, hotel proprietors, musicians 
and department-store executives, to 
mention just a few who are feeling the 
pinch. 

A researcher at the Economic Plan- 





ning Agency (EPA), which has been 
monitoring the impact of Hirohito’s ill- 
ness on the economy, suggested that 
GNP growth during the current fiscal 
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year (ending next March) may be “one- or 
two-tenths of a percent” less than seemed 
likely at the start of September, before 
the emperor’s health deteriorated. 

Officials suggest privately that this 
might be no bad thing, given recent wor- 
ries about possible overheating of the 
domestic economy. In any case, says the 
EPA, this year’s poor rice crop is likely 
to prove more of a drag on the economy 
than the emperor’s illness. 

The EPA’s lack of concern is appa- 
rently not shared by politicians. Chief 
Cabinet Secretary Keizo Obuchi said on 
29 September that he had “personally” 
begun to wonder whether the rash of 
cancellations which has hit hotels and 
tourist resorts since late September 
might not be starting to damage the 
economy. 
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lion a ping (3.34 m?) when it opens in 
December 1989, compared to a per ping 
cost of NT$140,000. 

Despite all this good news, a first 
stab at further diversification — this 
time aimed at cashing in on a quickly im- 
proving Manila property market — fell 
through. A September bid by ATIC to 
acquire 40% of the ailing Philippine 
Banking Corp. (PBC) in partnership 
with the family of Philippine Vice-Presi- 
dent Salvador Laurel was rather mys- 
teriously nipped in the bud despite a 
previous announcement that the deal 
had been completed. Roxas told the 
REVIEW that the bid fell apart due to 
last minute “disagreements” among the 
potential partners, chief among which 
was a refusal by the Laurels to allow a 
full audit. 

Tan is viewed with some suspicion in 


Prime Minister Noboru Takeshita 
later admitted that he, too, was wor- 
ried. Ironically, however, Takeshita 
himself was one of the first to react to 
the news of the emperor's illness by can- 
celling an important engagement. He 
cancelled a fund-raising party for his 
faction of the Liberal Democratic Party 
which was to be staged in a Tokyo hotel 
on 19 October and which would have 
raised € 1-2 billion (US$7.5-15 million). 


Th greater concern of politicians 
with the way Japan is reacting to the 
emperor's illness is probably because 
the strongest effects have been felt in 
the regions. Life in Tokyo, where the 
economy is buoyed up by the city's in- 
ternational business centre, continues 
much as usual. But cancellations of 
hotel receptions and department-store 
sales appear to have hurt a lot more in 
Osaka and Nagoya where the economy 
is more domestically oriented. 

Some Osaka hotels have admitted 
losing up to 75% of their banqueting 
business since late September — in most 
cases without compensation since hotels 
have refrained from charging the usual 
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his homeland. Based in Taiwan since 
1972, Tan has left his estimated P5-6 
billion (US$234-281 million) in Philip- 
pine real estate, manufacturing and ag- 
ricultural holdings under the manage- 
ment of his elder brother, Jesus Typoco 
Sr, and another daughter, Elena 
Coyiuto. Until the bid for PBC and the 
purchase earlier this year of the Manila 
Chinese-language daily Chinatownews, 
the 51-year-old businessman was best 
known in the Philippines for sponsoring 
the 1982, million-dollar wedding of 
Irene Romualdez Marcos, elder daugh- 
ter of then president Marcos, and Gre- 
gorio Araneta. 


an's Philippines flagship AIC Deve- 

lopment Pip. took a majority stake 
with Araneta in Asialand Development 
Corp., which gave the former dictator's 
son-in-law a potentially profitable stake 
in 1,000 ha of prime industrial land near 
Manila. Araneta's share of Asialand 
was sequestered by the Aquino govern- 
ments Presidential Commission. on 
Good Government, freezing potential 
sale or development of the land. Tan's 
9896 was not touched. Even while but- 
tering up Marcos, Tan developed a 
strong relationship with the Aquino 
clan, acting as host to one of President 
Aquino's daughters, Victoria Elisa, 
when she visited Taiwan in 1986. 

This pattern has been repeated in his 
adopted home as well. Tan has indulged 
key Kuomintang (KMT) officials, includ- 
ing the powerful secretary-generalto the 
presidential palace, Shen Chang Huan, 
by hiring their children. It is widely be- 
lieved that he even tried to marry Roxas 
to Chiang Ching-kuo's second son. 

Most of the rest of Tan's Philippine 


cancellation fees. Subsidiary industries 
in Osaka, such as the banquet-produc- 
tion companies that supply hostesses to 
entertain and wait on businessmen at 
large social gatherings, are in worse dif- 
ficulties than hotels, which can still 
count on their main business of letting 
rooms. Entertainers and freelance 
musicians are also casualties. 

A spokesman for the Musicians’ 
Union of Japan told the REVIEW that its 
individual members had had their in- 
come halved since September. The 
union has publicly protested and has 
suggested musicians should be compen- 
sated for loss of work, but compensa- 
tion claims against employers are said to 
have been dismissed as being in “bad 
taste." 

Another badly affected sector of the 
economy has been the autumn festival 
trade. October and November are nor- 
mally studded with events designed to 
attract domestic tourist business and 
drum up consumer spending in provin- 
cial cities, but most have been cancelled 
as a gesture of respect. 

In cases where local governments 
have decided to go ahead with previ- 








holdings are far less glamorous than the 
unhappy alliance with the exiled 
Araneta. Along with his elder brother, 
Tan controls the Federal Agriculture 
Corp., a major piggery in Bulacan 
which tallied net income of P2.3 million 
on assets of P251 million in 1986. 

The family also owns two Rizal pro- 
vince textile concerns, the Inter- 
nationale Mills Inc., a thread maker, 
and Yupangco Cotton Mills Inc., a flour 
bag cloth and fabric manufacturer. Ac- 
cording to AIC group president Nelia 


Gonzalez, both firms are set to return | 
| only NT$2.4 billion. The borrowers, the 
| bureau claims, were “not operational" 
| and "not qualified" to receive the mag- 


improved profits in 1988 after struggling 
through the downturn that affected tex- 
tile-sector earnings in 1986 and 1987. 
These conservatively run-core earn- 
ers are an anomaly among Tan's global 


spread. “If there is any business he likes | 


best," says Gonzalez, "it is real estate." 
AIC Development Corp. is currently 
building a P600 million commercial 
complex on a 3-ha lot in Ortigas near the 
Asian Development Bank's new head- 
quarters. The company also has sub- 
stantial development properties along 
main Manila thoroughfares Roxas Bou- 
levard and EDSA and large industrial 
sites in Rizal, Bulacan, Cavite and La- 
guna provinces, according to Gonzalez. 

Tan's plan for taking advantage of 
the improved Filipino economy — right 
down to the attempted purchase of PBC 
— seems in many respects to mirror his 
Taiwan strategy. 

After arriving in Taipei at a time 
when few Overseas Chinese were di- 
rectly supportive of the KMT govern- 
ment, Tan snatched up prime property 
in Taipei and Kaohsiung, apparently 
using scantily collateralised loans from 
ATIC to do so. According to one senior 








local banker, the timing of Tan's 1972 
arrival and his steadfast and outspoken 
support for the KMT “allowed [Tan] to 
take more liberties" with ATIC than 
would “normally be condoned” by the 
Taiwan Government. The tie-in with 
the Laurel clan appeared aimed at 
achieving the same sort of access to 
trouble-free financing. 

According to the charges levelled by 
the Bureau of Investigation, a number 
of Tan-related companies during the 
early 1980s obtained ATIC loans total- 
ling NT$6.4 billion on collateral worth 


nitude of financing granted by ATIC 
and were able to produce only partial 
repayment security after purchasing 


| property. Further, the investigators 


contend that companies affiliated to 
Asiaworld took title to 18 pieces of land 
owned by ATIC and then mortgaged 
the land back to the deposit-taking com- 
pany to secure an additional NT$3 bil- 


| lion in loans. 


Tan's questioning by authorities on 1 
October came scarcely a week after the 
family resumed control of ATIC on the 
stipulation that it reduce its sharehold- 
ing from an original 76% to 33% . Roxas 


| said that the task would be achieved by 


the end of the year. Sources in Taipei's 


| banking community said that business- 


men buying out much of the family 
stake — which include Hou Cheng-ting, 
chairman of Tungho Steel Corp.. Lin 
Yu-lin, chairman of Hung Tai Construc- 
tion Co. and Chang Min-chiang, presi- 
dent of the Pacific Construction Co. — 
will likely support Tan's efforts to main- 
tain behind-the-scenes control. 





ously planned events, |, , 
attendence has been 
down by about 25% 
from the levels fore- 
cast before the em- 
peror’s illness, the 
EPA estimates. Some 
cities have even can- 
celled events. Na- 
gasaki in Kyushu 
was expecting 42,000 
visitors from other 
parts of Japan to at- 
tend a festival celeb- 
rating the 350th an- 
niversary of its found- 
ing, but may now get 
fewer than the nor- 








fic coast of Honshu, 


lost the chance to 
boost its economy 
when it cancelled 


celebrations for the 
long-awaited victory 
of its Chunichi Dra- 
gons team in the Cen- 
tral League, one of 
Japan's two major 
baseball leagues. 

The impact of 
Hirohito's illness on 
national consumer 
spending on cars and 
home electronics, 
which the EPA ad- 
mits to have been 





mal autumn comple- monitoring closely 
ment of tourists. ai v since the emperor be- 

Similar disap- A came ill, is said to 
pointments are prob- E have been slight. Car 
ably in store for |Elderly man outside the palace. a| registrations were up 


Oita and Fukuoka, 
also in Kyuhsu; for Hamamatsu in 
central west Japan; and, for Yokohama 
which cancelled a much  touted 
Yokohama Carnival. Nagoya, half way 
between Tokyo and Osaka on the Paci- 








17% over a year ago 
in September and appear to have got 
off to a good start in October. 

But the EPA notes some hesitation 
among manufacturers about how to 
promote sales without showing too 
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much “enthusiasm” 
“cheerful. One result has been the near 
-suspension of negotiations between 
‘manufacturers and advertising com- 
panies on contracts for end-of-year TV 
commercials. 

A spokesman for Nissan Motor, 
Japan’s second-largest car maker, said it 
was “toning down" the decorations at its 
showrooms throughout Japan out of re- 
spect for the emperor but was still send- 
ing out the same number of salesmen on 
home visits. Nissan denied reports that 





SHIPPING 


A: in the lift at Hyundai's Seoul 
headquarters says "genius is no- 
thing but a great capacity for patience." 
Hyundai Heavy Industries (HHI) seems 
to have taken this aphorism to heart as 
the company digs in its heels to try to get 
through the toughest times in its 15-year 
history. But the waiting game South 
Korea's largest shipbuilder is playing 
has led to a pair of lawsuits by foreign 
ship buyers, growing questions about its 
financial status and resentment over its 
business methods. 

Hyundai insists that it is a victim of a 
lingering slump in the shipbuilding in- 
dustry coupled with sharply rising costs, 
in part because of an increasingly milit- 
ant workforce. Moreover, management 
|. complains that shipowners are out to 
|. undermine its reputation. “They tried 
to make us look bad,” says a senior 
Hyundai executive. 

HHI is currently in legal tussles with 
two customers, Hongkong's World- 
Wide Shipping group and Norway's Gill 
Johannessen. The Norwegian shipown- 
ers are suing Hyundai over defects in 
two so-called Probo vessels, designed to 
| -carry both bulk cargo and oil, which 
- were delivered in 1985. The Norwegians 
won two arbitration rulings, sub- 
sequently confirmed by the British High 
< Court, totalling more than US$8 million 
earlier this year. 
<<- Hyundai has so far refused to pay, 
- though a senior Hyundai executive says 

that a tentative settlement was ham- 
mered out when Gill Johannessen's top 
management vistited Seoul at the begin- 
hing of October. Hyundai executives 
> Say they want to settle all of Gill Johan- 
i nessen's claims as one package. The 

. awards so far have covered only defects 
in hatch covers and steering; the Norwe- 
gians also want to be compensated for 
earnings lost during the time the vessels 
were being repaired. 

The earnings formula is to be based 
on revenue data for similar Probo ves- 























when the national | 
mood is supposed to be anything but- 








the emperor's. 
withdraw a TV commercial for a new 
passenger model in which an actor 
asked: Genki desuka? (Are you keeping 
well?). It was to have been replaced 
around the time the Emperor fell ill, a 
Nissan spokesman said. 

Department store retail-sales pro- 
motions have been cancelled en masse 
since late September. Despite this, the 
EPA claims that business is thriving. 
Their worry is that if the emperor's 
health remains an issue for many 
months the lack of sales promotion may 





In unfriendly waters 
Hyundai's shipbuilding unit slugs it out with its customers 


| By Mark Clifford in Seoul and James Bartholomew in London 


sels built by Korea Shipbuilding and En- 
gineering Corp. (KSEC). The KSEC 
vessels have had similar problems with 
the innovative Probo vessel hatches 
(REVIEW, 4 June '87). Ironically, Hyun- 
dai and KSEC bought the hatch 
technology for the innovative Probo 
vessels from a Norwegian supplier, 
Kvaerner. Hyundai says it expects to re- 
cover some of its losses from Kvaerner, 
but reckons that it will have to foot most 
of the bill. “We are victims of this con- 
cept," says the Hyundai executive, who 
says that the company constructed the 
ill-fated vessels at the urging of the 
Norwegian shipowners. 

While Hyundai publicly takes a con- 
ciliatory stance, in private the company 
has been recalcitrant enough about pay- 
ing the US$8 million judgment that 
Gill Johannessen has seized assets in the 
US, Britain and the Netherlands. The 
Norwegians also unsuccessfully tried to 
seize a shipload of Hyundai cars, 
which are imported by Hyundai Corp., 
in Rotterdam. Hyundai Corp., the 
group's trading arm, brokered the ships 
and is the defendant in the suit. K. J. 
Kim, a director of Hyundai Corp. who 
lives in Britain, has been ordered to ap- 
pear before the High Court on 16 Nov- 
ember to explain his company's finan- 
cial position in preparation for awarding 
assets to Gill Johannessen. 





Mir Yue-kong Pao’s World-Wide 
Shipping sued Hyundai in August, 
alleging that the South Korean shipbuild- 
er was refusing to build three ships at 


Aug.) Now, Hyundai says that an 
agreement has been reached to settle 
the dispute. Hyundai says that World- 
Wide has agreed to increase the price it 
is paying for the three 250,000 dead- 
weight tonne tankers (though a World- 
Wide spokesman in Hongkong said 
it had not agreed to any price increase). 
| An order World-Wide won giving it a 





illness had caused it to 


their contracted price (REVIEW, 4 | 















appear in consumer-spending figures. 

A comforting thought. offered by 
EPA officials is that Japan's economy 
came through unscathed during the six- 
month iliness which preceded the death 
of the Taisho Emperor in 1925, despite 
a national mood at least as solemn as 
today. Comparisons with the end of 
Taisho era, however, could be mislead- 
ing if only because of the dearth of eco- 
nomic information available in 1925. 
With far more information available on 
the economy even a slight turndown can 
hardly fail to attract attention. Oo 





claim over ships Hyundai was construct- 
ing for other customers was lifted by a 
South Korean court on 7 October. 

Hyundai will deliver the first tanker 
to World-Wide this month and the sec- 
ond in November. The third tanker will 
be ready by mid-1989, Hyundai officials 
say. World-Wide originally agreed to 
pay Hyundai US$38 million a ship 
when the contract was signed in the sec- 
ond half of 1986. The market price for 
comparable tankers is now about US$70 
million. Hyundai says that building the 
third ship will cost it some US$50 mil- 
lion, because of a 60% increase in steel 
prices, a 35% increase in labour costs 
and a 20% rise in the value of the won 
since the beginning of 1987. 

Hyundai claims that it has also been 
victimised by its unions which, it says, 
have refused to work on the money-los- 
ing World-Wide order (as well on an oil 
tanker ordered by a South Korean com- 
pany) in an attempt to back manage- 
ment's demands that the buyers agree to 
pay more. It is, executives say, a bizarre 
manifestation of democracy. 

Hyundai, which remains South 
Korea's premier shipbuilder, has been 
badly hit by the worldwide shipping 
slump of the past several years. After 
eking out a profit of Won 32 million 
(US$45,714) on turnover of Won 963 
billion in 1987, the company says that 
it will likely lose money this year. If 
it does record a loss, it will be the first 
time since its huge Ulsan shipyard, the 
world's largest, was dedicated in 1974. 

Hyundai's cash-flow problems are 
apparently playing some part in its 
tough attitude towards World-Wide and 
Gill Johannessen. The company has 
asked other buyers for cash payments 
on delivery, rather than allowing them 
to use long-term financing. And earlier 
this year another Norwegian ship 
owner, lvaran, accused Hyundai of 
reneging on options to build ships. 

The workforce at HHI, about half of 
which is employed building ships, has 
shrunk from 30,000 to 23,000 since 
1985. Most workers have been transfer- 
red to other Hyundai companies, with 
the majority going to Hyundai Motor. 
HHI is also trying to diversify, placing 
increasing emphasis on building 
offshore facilities, plants and machin- 
ery. oO 
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Shearson Lehman Hutton's Offshore Portfolios Pacific Equity Investments make it 
easy for you to invest in the opportunities of today's Asian markets, including the thriv- 
ing stock markets of Japan and Taiwan. 
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both globally and regionally in equities and money market, fixed-income and precious 
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by a team headed by our Chief Investment 
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allow you to respond quickly to changes 
in the global investing environment. 

And your transactions will be free from 
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U.S. withholding taxes. 
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ECONOMIC RELATIONS 


Behind the barricades 


EC stands firm as Tokyo takes trade complaint to Gatt 


By Shada Islam in Brussels 


J apanese trade officials may have 
scored an important political point 
by taking their complaints against the 
European Community's new anti-dump- 
ing rules to Gatt. But they are unlikely 
to make even a small dent in Europe's 
formidable — and growing — arsenal of 
commercial defence measures. 

The Japanese move has, however, 
introduced a new note of bitterness and 
acrimony into the EC's already tense 
trade relations with Tokyo. It is the first 
time that Japan has invoked paragraph 
two of Gatt's Article 23 disputes settle- 
ment mechanism. This allows it to have 
its complaint against the EC judged by 
an independent panel of three other 
countries. 

Part of the unease in Brussels is 
psychological. The EC is unused to 
being accused of discriminatory trade 
practices by a country it considers highly 
protectionist. EC trade experts are also 
concerned about the tougher line Japan 
is adopting in trade negotiations. 

The community has reluctantly ac- 
cepted the setting up of the special Gatt 
panel, though EC experts in Brussels 
make it clear that they have no intention 
of making any changes in the commun- 
ity's controversial anti-dumping rules 
for products manufactured in “screw- 
driver" plants, which assemble Japanese 
components imported into Europe. 

As one EC official put it: “We do not 
oppose the formation of the panel being 
demanded by the Japanese because we 
are entirely confident that our rules are 
in conformity with Gatt." 

The EC argues that Japanese manu- 
facturers of electronic typewriters and 
weighing scales hit with punitive taxes 
under the new “screwdriver” reguld- 
tions were trying to circumvent EC anti- 
dumping duties by setting up assembly 
plants in Europe. The penalties will be 
lifted, it says, when the Japanese firms 
increase the percentage of European- 
made parts used in the manufacturing 
process. 

The EC’s confidence in the legal jus- 
tification of its anti-dumping proce- 
dures has been boosted by a recent rul- 
ing by the Luxembourg-based Euro- 
pean Court of Justice. Answering com- 
plaints lodged by five leading Japanese 
manufacturers of electronic typewrit- 
ers, the court upheld both the EC com- 
mission's method of calculating the 
margin of dumping by Japanese export- 
ers and its procedures for determining 
the extent of real injury caused by 
under-priced Japanese exports to 
domestic European producers. 

However, the Japanese move has 





come at a politically embarrassing time 
for the EC, with Paris and London quar- 
relling publicly about whether cars 
made in Britain by Japanese manufac- 
turer Nissan should be allowed free ac- 
cess to the lucrative French market. 

Caught in the political crossfire, 
Brussels has so far failed to produce a 
credible definition of what it thinks 
should be the level of local EC content 
in goods manufactured in Europe by 
foreign investors. 

The row has exposed glaring 
loopholes in the EC's much-publicised 
"united" trade front against Japan. In 
their eagerness to attract Japanese di- 
rect investments, 








The EC Commission's initial infor 
mal words of support for the British ar 
gument quickly changed to a curt “ne 


comment" once the commission’ 
French president, Jacques Delors 
realised just how strongly Paris fel 
about the issue. 

EC officials now say they will proba 
bly try to defuse the crisis by gettinj 
both sides to agree to a compromis: 
70% local content figure. The Bluebird: 
already have a local content level o 
about 7096. This is expected to reacl 
80% in 1990. 


> Charles Smith writes from Tokyo 
The decision to invoke Gatt’s dispute 
settlement mechanism signals a distinc 
hardening of Japan's attitudes to inter 
national trade disputes, though Minis 
ter of International Trade and Industr: 
Hajime Tamura denied that there hac 
been any basic change in policy. 
Officials at the Ministry of Interna 
tional Trade and Industry (Miti) see the 





Britain, as well as 
Ireland, Spain and 
Portugal, are more 
than willing to pro- 
vide Japanese firms 
with substantial gov- 
ernment assistance. 
France, on the other 
hand, has been more 
reluctant about 
adopting similar tac- 
tics. 

The dispute also 
highlights the intract- 
able legal and techni- 
cal problems facing 
the EC as it tries to 
tear down internal 
trade barriers before 
the end-1992 dead- 
line for setting up a 
unified internal mar- 








Tamura: hardening attitudes, "^"^. "wes 


EC practice of im 
posing anti-dumping 
duties on parts anc 
components im 
ported into the com 
munity by Japanese 
factories as an at 
tempt to force Japar 
to increase the loca 
content of product: 
made in Europe 
rather than as e 
genuine anti-dump: 
ing measure. 


This practice 
claims Miti, clearly 
contravenes Gatt’s 


anti-dumping code 
The EC has tried tc 
justify the measure 
under Article 20d ol 
Gatt which says that 
member countries 








ket. Paris fears that 
Japanese — and perhaps South Korean 
companies — are trying to set up large 
assembly plants in Europe in order to 
serve the single market after 1992. 


pps Trade and Industry Secret- 
ary Lord Young is looking for EC 
Commission support in his battle to con- 
vince the French Government that the 
Nissan Bluebird cars now being manu- 
factured at the company's plant in 
northeast England are European and 
should therefore have unimpeded ac- 
cess to all EC markets. 

Paris is equally determined to treat 
the British-built Bluebirds as Japanese 
cars. It is insisting that all such imports 
should be put under its unilateral na- 
tional quota which restricts Japanese 
cars to a 3% share of the French car 
market. To qualify as British or EC 
built, says French Industry Minister 
Roger Fauroux, Nissan cars must have a 
local EC content of at least 80%, in- 
stead of the 60% suggested by Britain. 





can deviate from 
Gatt principles in order to fulfil domes: 
tic legal requirements. Japan rejects this 
claim and intends to challenge it at the 
Article 23 hearings. 

Since the EC introduced its new anti: 
dumping rules, hearings have been helc 
on alleged dumping of parts and compo: 
nents by Japanese manufacturers of ex- 
cavators, electronic measuring equip: 
ment and photocopiers. The last twc 
ended with-Japanese companies agree 
ing to raise their local content to avoic 
paying anti-dumping taxes. The case 
against excavator makers was dismissed. 

Miti officials say that the EC's anti- 
dumping rules have discouraged Japan- 
ese investment in the community. Re- 
cent figures, however, show a sharp rise 
in Japanese manufacturing investment 
in the EC, especially in the form of mer- 
gers and acquisitions. Japanese concern 
that the EC market may become harder 
to enter after the achievement of a uni- 
fied market in 1992 seems to be the 
main reason for the rush. 
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When the business ha 


notoriously fickle. And can turn profit into 
loss overnight. 

Yet to hedge fully is not necessarily the 
right solution. Whichever way you turn theres 
risk involved. 

Thus it makes sense to turn to NatWest. 
Because Risk Management is our business. 

And this is how it can work for yours. 

We'll assign you an Account Executive. 
He'll help you draw up a strategy tailor- made 
to your needs. 

To stabilise the exchange risk he'll propose 
an imaginative financial package. 

His hedging vehicle could involve the use 
of currency baskets. 

He can provide options against an abrupt 


reversal of your projections or an aborted 
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s made a profit, how 
does the Corporate Treasurer explain a loss? 


You know that foreign exchange rates are 


overseas contract. 

With Forward Exchange Facilities he can 
cover you against long term risk. 

Few banks, if any, can deal from such a 
position of strength. 

But then, it does help to be AAA rated, 
have an asset base of over US $160 billion and 
a network dealing in the key financial centres 
of the world. 

Discover how Risk Management can help 
put your mind at rest. Call National Westminster 
Bank PLC. Roger Lacey, 23rd Floor, 1 Exchange 
Square, 8 Connaught Place, Hong Kong. Tele- 
phone 852 5-247071. Or Mike Brigden, Chief 
Manager, 5th Floor, Shell Tower, 50 Raffles 
Place, Singapore 0104. Telephone 65 2204144. 


Risk Management by NatWest & 


The Action Bank 
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Alcatel CIT: Today's partner fo 


A trusted partner in more than 100 countries. 

January 1988. France: World commercial inauguration 
of ISDN: Alcatel E10 connects industrial firms in the 
Cétes-du-Nord département (Brittany) to the first ISDN 
network. Space: Alcatel CIT appointed project leader 
with Matra on the Telecom 2 program, with responsabil- 
ity for prime contracting and integration of the three pay- 
loads — civilian and military. These represent about 75 % 
of the contract value (launching excluded). 

China: An additional 155,000 lines and 50,000 trunk cir- 
cuits for the Alcatel E10; a microwave network for tele- 
phone and television transmission. 

Egypt: Installation of one of the largest data packet 
switching networks in the Arab world. 

February 1988. Chile: Alcatel E10: 10 exchanges 
extended and a new one ordered. 








USA: Norfolk-Maseley digital link extended. Order for 
565 Mbps coaxial cable communications systems. 
March 1988. France: ISDN expands: after Saint-Brieuc, 
official connection of Rennes (capital of Brittany region). 
In september, ISDN reaches Paris. By 1990, nationwide 
availability thanks to the Alcatel E10 system. 

North Yemen: 3 new latest-generation Alcatel E10 digital 
exchanges. 

France: Optical videocommunications network for the 
French Presidency. 

April 1988. Ireland: A world event in ISDN exports: 
installation of an ISDN pilot project based on the Alcatel 
E10 for the Irish P&T (Telecom Eireann) in Dublin's future 
international business district. 

France: 50,000 additional videocommunications outlets 
for Lille and Montpellier. 











omorrow's telecommunications. 


French Polynesia: Opening of one of the world's most 
modern voice/data/image  telecommunications 
networks. 

May 1988. Ecuador: 6 additional Alcatel E10 exchanges. 
Orders for 40,000 extra subscriber lines and 6,200 extra 
trunk circuits. 

Middle East: Order for a turnkey microwave military 
telecommunications network. 


All links to communication: a total expertise. 

Alcatel CIT masters every aspect of-telecommunications : 
digital telephone switching, intelligent networks, data 
communications, submarine and land links using copper 
or fiber-optic cables, microwave links, space links. 


Alcatel CIT also means the innovation and reliability you 
can expect from an international leader in telecommu- 
nications, within a European group of world stature: 
Alcatel. 
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CIT 


Alcatel CIT - 10, rue Latécoére - 78141 Velizy cedex 
France - Tél.: (33-1) 30 67 96 20 - Telex: 689558 F - Fax: (33-1) 30 67 80 87 


ABU DHABI - AL-FUJAIRAH :- AMMAN «+ ATHENS - BAHRAIN - BANGKOK - BOMBAY + CAIRO - COLOMBO - DAMASCU 


WE DON'T JUST PASS 
INTERNATIONAL STANDARDS. WE SURPASS THEM. 





At Gulf Air, we choose man and machine 
from the world’s best. Then we put both to the 
ultimate test of ability. 

We're internationally known as pioneers of 
excellence. 

Because we insist on the ultimate standards 
of training. And we invest in the best modern 
technology has to offer, to achieve them. 





SHARJAH - SANAA - SALALAH - RIYADH - RAS AL KHAIMAH - PARIS - NAIROBI - MUSCAT - MANILA - LONDON - LARNACA 


BURMA PROFILE 


Searching for a new road 


Economy labours under 26 years of mismanagement 


By Bertil Lintner in Bangkok 


The deterioration of 
Burma's infrastruc- 
ture may best be il- 
lustrated by compar- 
ing the description of 
roads today with that 
from the Burmah Oil 
Co.s The Motor 
BURMA Roads of Burma, 
PROFILE printed in Rangoon 
in 1948. 

Accurately estimating the time for 
the car journey from the eastern town of 
Kengtung to Tachilek/Mae Sai on the 
Thai border was difficult, the pamphlet 
said, “because of the narrowness of the 
road, the blindness of its corners round 
which one may meet lorries, buses, bul- 
lock carts and cattle.” Careful driving 
was essential, and it recommended an 
average speed of 16-19 kph which would 
make it just possible to cover the 168- 
km stretch of road in a day. 

Forty years later, the same journey 
takes three days in the dry season and at 
least five to eight days during the rains. 
One is not likely to meet any buses now. 
World War II-vintage Jeeps provide the 
chief means of transport. But they, like 
the road itself, appear to be falling 
apart. Passengers frequently have to get 
out to push and pull the decrepit vehi- 
cles through knee-deep mud, or to re- 
move boulders and other obstacles. At 
best, a Jeep can negotiate the rutted dirt 
track at a rate of 5 kph. 

Sarcastic border traders often refer 
to the Tachilek-Kengtung road — which 
begins where the Thai highway ends at 
Mae Sai — as the epitome of Burma's 
bumpy road to socialism, and its failure 
where other Southeast Asian nations 
have succeeded. 

The appalling conditions of Burma's 
22,340 km of supposedly passable roads 
— as well as the 4,320 km of railway, 
built during British times — adversely 
affect almost everything: the distribu- 
tion of rice, and consumer goods; the 
commercial infrastructure and the mo- 
bility of the armed forces. 

Shortages of machinery, spare parts 
and fuel, as well as inefficiency and lack 
of motivation at every level of the ad- 
ministration are the main reasons for 
this deterioration, say economists. An 
Australian project to help build a road 
along the Irrawaddy River, for exam- 
ple, was shelved in 1986 because of lack 
of building material and fuel. 

A US$250 million project to modern- 
ise Rangoon's Mingaladon airport, for 
which Japan had promised to contribute 
US$170 million, has run into similar 
problems. Tokyo is known to have ex- 
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This is the seventh in a series of 


REVIEW briefings on Burma designed 
to give readers the background to 
current developments. 





pressed its dissatisfaction with Burma's 
state-run economy and the stifling grip 
the ruling Burma Socialist Programme 
Party (BSPP) has exercised over it since 
the military takeover in 1962. 

The reputation of the Asian Deve- 
lopment Bank (ADB) was put at stake 
in February 1986 when it loaned Burma 
US$35 million to finance an edible-oil 





1987 report on the Burmese economy 
concluded that “over the past five vears 
[1982-83 to 1986-87], which includes the 
fourth plan and the first year of the fifth 
plan, real economic growth slowed . . . 
utilisation of industrial capacity de- 
clined because of shortages of imported 
inputs and spare parts." It also reported 
that inflation had edged up from 6.3% 
in 1985-86 to 11% in 1986-87. Urban un- 
employment was 10.4% in 1985-86, 
with many university graduates and in- 
tellectuals who led this year's anti-gov- 
ernment movement suffering. 

Under the BSPP's rule, the manufac- 
turing sector has remained small — it 
accounts for only 10.7% of GDP and 
employs 8.7% of the labour force. More 
than 7096 of the sector is dominated by 
food processing and beverages. Indus- 
trial production is minimal. 

The once flourishing oil industry has 
declined over the past two decades. Al- 
though the BSPP regime did launch a 
massive effort to increase oil production 
through opening of new oil 








Burma's roads and vehicles are falling apart. 





fields, technically competent 
officials were replaced by 
army officers inexperienced in 
oil drilling. After peaking at 
11 million barrels in 1980, pro- 
duction had dropped to 6.3 
million barrels in 1987 — 
below the output level in 1939. 
In 1987, Burma had to import 
oil for the first time in its his- 


ry. 

The decline in oil produc- 
tion reflects both the ageing 
wells and the use of outdated 
extraction techniques, accord- 
ing to a 1987 UN study. But 
the report added that “the 
level of proven but untapped 
oil reserves is considerable." 

The BSPP's policy of not 
allowing foreign participation 
in onshore fields has denied 
Burma access to modern 








which had long been inadequate. But 
the funds went to BSPP-linked state 


manufacturing experience. The ADB 

the exclusion of more efficient private 

oil mills (REVIEW, 27 Nov. '86). 
Formally, economic 


Burma are implemented within the 


nual economic programmes 
budgets. An ambitious 20-year 


there any public discussion of budget 


realistic targets. 








project, the domestic production of 


cooperatives which have almost no 


objected because of Burma's controlled 
oilseed prices, low re-lending rates and 


policies in 


framework of long-term plans and an- 
and 
plan 
promulgated in 1974-75 provided the 
long-term policy framework and a series 
of four-year plans. However, budget 
analyses are not published and nor is 


policies and priorities. The budgets are 
announced by decree and the state-run 
media urge the public to fulfil often un- 





The International Monetary Fund's 


technology, thus contributing 
to the sector's present inefficiency. Sig- 
nificantly, the only joint venture Burma 
has concluded with.a foreign firm was in 
1984 between: the state-owned Heavy 
Industries Corp. and the West German 
Fritz Werner Co., which makes rifles 
for the Burmese army. 

In 1987, the economy finally reach- 
ed rock bottom after 26 years of mis- 
management and self-defeating iso- 
lationism. This was formally recog- 
nised in October last year, when the UN 
granted Burma’s request and gave it the 
ignoble status of least-developed coun- 
try (LDC). 

Burma-watchers have stressed the 
psychological blow of that UN decision 
in trying to explain the recent upheaval. 
To most Burmese, LDC classification is 
seen as beggar status and an official ad- 
mission by the BSPP that its military rule 
has transformed the once-prosperous 
country into a pauper state. The shock 
helped fuel the student uprisings. D 
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MARKETS 


Under the influence 


State institutions manipulate Bombay's booming bourse 


By Lincoln Kaye in Bombay 


Th Bombay Stock Exchange (BSE) 
began October with a bullish surge 
that broke through the benchmarks set 
during the boom market of 1985-86. 
The 30-share BSE Index topped 704 
points after gaining more than 1596 in 
September — a level of appreciation 
that has been the average for the past 
five months. 

Other, broader proprietary indices 
also set new records, including the 
new 100-share All-India Index soon to 
be quoted daily by the Press Trust of 
India's on-line stock-scan service. 

"We're breaking into new territory," 
predicted M. J. Pherwani, chairman of 
the Unit Trust of India (UTI). “The 
monsoon has been outstanding. Cor- 
porate news is good — all the more im- 
pressive since the results now being re- 
leased were achieved during the 
drought year of 1987. Investor confi- 
dence is restored." 

Other market-watchers, though, 
wonder how much of Pherwani’s op- 
timism might be self-congratulatory. 
While fundamentals of the Indian econ- 
omy are looking up, the main credit for 
the market turnaround since April must 
go to heavy buying support by govern- 
ment-controlled financial institutions, 
with UTI leading the way. Pherwani ad- 
mits that this cannot go on forever. 

The much longed-for return of small 
investors to the bourse has so far failed 
to materialise. Over the past five 
months, the BSE turnover (expressed in 








share volume) has more than doubled. 
But the number of recorded transac- 
tions has slightly decreased. Average 
transaction size has shot up, and that 
suggests institutions and big-time ram- 
pers dominate the market even more. 
Then, too, a wide range of alterna- 
tive investments pay better than shares, 
with less risk. Earnings yield of Bombay 





BIG PLAYERS DOMINATE 
BOMBAY'S MARKET 


(Index of turnover/no. of transactions) 
300* f , 
(Average transaction size 
in forward traded shares 

on the BSE) 





Source: Bombay Stock Exchange. 








Screen debut for index 


India's stock exchanges unveil broader-based indicator 


goose investors will become “more index conscious," predicts BSE research 
director R. R. Nayar, when the bourses formally unveil their new All-India 
Index later this month. It combines the comprehensiveness of the broadly based 
proprietary indices of the financial press with the computerised timeliness of 


the BSE Index. 


Like the BSE Index, the new index will be based on a capital-weighted basket 
of shares. Except, instead of confining itself to 30 Bombay-listed blue chips, it 
will cover 100 counters, including 15 that are exclusively listed on smaller ex- 
changes such as Ahmedabad, New Delhi, Madras and Calcutta. 

As many as 40 of the constituent stocks will be scrips that are ineligible for 
forward-trading (vs only three in the BSE Index). This segment of the market 
dominates at times and deserves more representation in the index, Nayar said. 
Due to the broader base, the new index will be less sensitive to sudden fluctua- 
tions in certain heavily capitalised blue chips. Next to come, he adds, will be a 


turnover-weighted index, due by 1990. 


The base year for the new index is 1983-84, five years later than the BSE 
Index. Weightings will be updated to reflect changes in the capital structure of 
constituent counters. The new index will be recalculated every two minutes 
while the market is in sesssion and flashed on the video screens of the Press 


Trust of India's stock-scan service. 


— Lincoln Kaye 
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stocks (the ratio of profits to share 
rice) has held fairly constant. Averag- 
ing a little more than 9% , the yield com- 
pares unfavourably with term deposits, 
property or gold, in Indian eyes. 

By the standards of most other Asian 
bourses, though, such yields must be 
reckoned to be generous. All the more 
paradoxical, then, that UTI’s two 
offshore mutual funds, the only entree 
to the Indian stockmarkets for foreign- 
ers, should be selling at heavy dis- 
counts. The sterling-denominated India 
Fund is quoted at 93p (US$1.58) for the 
£1 par shares. That represents a 25% 
discount from the net asset value 
(NAV) of the closed-end fund (as stated 
in sterling), which belies UTI’s theory 
that currency considerations are the 
main distraction. 

Even more galling has been the 
fate of the recently launched US dol- 
lar-denominated India Growth 
Fund. Co-managers Merrill Lynch 
and Nomura Securities persuaded 
UTI to scale back the issue size by 
40%, to US$60 million, after the 
latest rise in the US discount rate 
made Wall Street queasy. 

Despite this sacrifice, Growth 
Fund shares are selling at a27% dis- 
count to their issue price after barely 
six weeks of trading — a perform- 
ance that has prompted Bombay 
brokers to wonder just what Merrill 
Lynch has done to earn its share of 
the 8.5% in assorted fees that co- 
managers were paid. 






A: the current price, the Growth 
Fund represents “the buy of the 
century," a visiting member of Mer- 
rill Lynch's institutional sales staff 
tried to persuade a US fund man- 
ager on a recent swing through 
Bombay. And India, whose total 
trade amounts to barely 1096 of na- 
tional income, has shown its economy 
and its bourse to be remarkably immune 
to recent global setbacks. The US fund 
manager seemed unimpressed. 

UTI has already built up an impres- 
sive track record as a fund manager. In 
rupee terms, the NAV ofthe India Fund 
has appreciated 63?6 since its 1986 
launch, outperforming all major stock- 
market indices over a period that in- 
cluded a prolonged market slump. And 
even the Growth Fund's NAV has 
gained 22% in one month on the one- 
fifth of its assets so far placed in India. 

The two foreign-marketed funds, 
with total assets of Rs 2.2 billion 
(US$151.7 million), represent a tiny 
fraction of the Rs 930 billion UTI has 
under management. Just by transferring 
assets among its various funds and 
"creaming" its best scrip into the 
portfolios of the two funds, UTI can 
prop up the NAV of its prestige pro- 
ducts. 

UTI and the other government-con- 
trolled financial institutions enjoy some 
advantages, as well, that make it easier 
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for them to out-perform the market: 
they are, in the words of one Bombay 
broker, “the ultimate insiders.” As gov- 
ernment agencies, they may be privy to 
the New Delhi deliberations that make 
or break firms in hyper-regulated India. 
The institutions hold large stakes in 
most listed companies and sit on cor- 
porate boards. 
This sort of insiders' edge helps com- 
pensate the institutions for the occa- 
sional costs they must bear to support 
the share prices of politically well-con- 
LE companies at New Delhi's be- 
est. These institutional investments 
poffer windfalls to the other category of 
Mig investors — the speculative ram- 
ES At the same time, the rampers are 
elighted to have an institutional lead. 
Such symbiosis may serve New Delhi 
nd Bombay power brokers. But it 
ooks suspiciously like *taking advan- 


TECHNOLOGY 








tion," to borrow language from the Sec- 
urities and Exchange Board of India 
(Sebi) paper on comprehensive legisla- 
tion for securities markets. The nascent 
regulatory body is a pet project of Prime 
Minister Rajiv Gandhi. 

Sebi is still recruiting staff, defining 
its regulatory powers and lining up 
funding. But already it has started issu- 
ing hard-hitting position papers on sub- 
jects like investor protection, corporate 
disclosure and insider trading. These 
high-minded pronouncements depict 
one way for government to go about 
bridling excessive speculation. The fi- 
nancial institutions' flat-footed market 
interventions represent stabilisation of 
another sort. 

Which approach prevails will deter- 
mine the stockmarket's long-term credi- 
bility. And that will ultimately decide 
whether or not small investors or foreign 


Enter the super-phone 


NSDN technology promises to revolutionise communications 


IBy Bob Johnstone in Tokyo 


IT article you are reading was sent 
(by personal computer) over one 
E line, its accompanying graph (by 
ax) over another, and the result dis- 
cussed (by ordinary phone) over a third. 
Wn the future, thanks to a new type of 
telephone network, it will be possible to 
do all three at the same time, using just 
one line. 
For some subscribers in Britain, 
France, Japan and the US, the future is 
already here. In the past year, phone 
"ompanies in these countries have 
»egun offering three-in-one services on 
3 limited basis. This month, engineers 
from the companies gathered in Tokyo 
¿o compare notes on progress. 
Although each is going about it diffe- 
rently, all have a common goal: 





oscilloscope and what you see is squig- 
gles. But the advent of two new 
technologies made the transition from 
analogue squiggles to orderly digital 
squares inevitable. 

One is microchips, which are 
cheaper to make than the elec- 
tromechanical relays (used to make 
phone connections) that they replace 
and, because they have no moving 
parts, need no maintenance. The other 
is optical fibres, which.can transmit in- 
formation much faster than copper 
wires. They are also much more com- 
pact. 

A single 40-mm optical-fibre cable 
can contain 1,000 individual lines, al- 
lowing tremendous reductions in the 














ROBERT COTTRELL 


Kage of material non-public informa- | fundscan be lured back to the rng. p 


BSE: government buying support. 








amount of space required for office 
block ducts and underground conduits. 
Microchip lasers, or light emitters flash- 
ing on and off (— digitally) at mind- 
boggling speeds, grafted onto optical 
fibres are the basis of modern telecom- 
munications networks. 

Until quite recently, phone com- 
panies were mainly concerned with 
meeting the demand for ordinary tele- 
phones. Next came the provision of 
other types of services, such as data 


and facsimile, via separate net- 
works. i ; A 
Voice traffic still accounts for 


perhaps 90% of telecoms services, but 
data traffic is increasing much faster — 
by more than 12% a year in both Japan 


| and the US. Now, as more and more 


lines go digital (most advanced coun- 


| tries will achieve 100% digitalisation by 
| the mid-1990s), phone companies have 


set about combining existing services 
into integrated networks. 

Nippon Telegraph & Telephone 
(NTT) likes to boast that it was the first 
to deploy an experimental ISDN, in 
1984. But, in fact, British 





:0 develop what they call an 
ntegrated services digital net- 
work (ISDN). The key letter 
yere is the D because, in digi- 
'al form, words, voice and pic- 
ures become indistinguisha- 
"le. They can thus all be hand- 
red in the same way. This abil- 
ty, enthuse the engineers, will 
ransform the humble tele- 
»hone into a powerful tool 
capable of entirely new func- 
ions. 

ISDNs are coming to pass 
hot as the result of deliberate 
»olicy decisions, but rather as 
fan unforeseen by-product of 
he digitalisation of phone 
lines. Voice is an inherently 
analogue medium: speak into 





ISDN telephone: words, voice and pictures. 





Telecom beat the Japanese to 
it, by about a year. Nor, as 
NTT also likes to claim, was it 
the first to introduce commer- 
cial ISDN services, in April 
this year. Primacy here goes 
to France Telecom, which 
began billing 200 subscribers 
in Brittany as of December 
1987. 

What the Japanese can 
claim to have is more momen- 
tum than most other coun- 
tries. The Japanese Govern- 
ment sees ISDN as a vital part 
of the basic infrastructure for 
what it calls “the information- 
oriented society.” It has, ac- 
cordingly, enacted promo- 
tional measures to encourage 








& microphone hooked up to an 


| rapid implementation, such as 
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; accelerated depreciation rates for ISDN 


equipment. 

Japanese manufacturers see such 
equipment as a potentially huge new 
market for them. Estimates put the cost 
of replacing telephone terminals alone 
at Y12 trillion (USS90 billion). NTT is 
now rushing to extend its network, from 
the initial three cities — Tokyo, Osaka 
and Nagoya — to 26 in September and 
80 next year. It hopes to install 300,000 
ISDN lines over the next five years, and 
2-3 million by the end of the century. 

In contrast to the all-pull-together 
approach of the Japanese, is the every- 
man-for-himself chaos in the US. The 
origin of the problem is that, since dere- 
gulation, the US has not had a single 
telephone network. AT&T, the other 
long-distance carriers and the regional 
phone companies are all carrying out 
their own ISDN trials, and each inter- 
prets ISDN's (still far from complete) 
specifications differently. 

The most advanced of the companies 
is Hlinois Bell, which has been running 
a large-scale trial at 
McDonalds' Illinois head- 
quarters since 1986. In 
March, the company filed 
tariffs to begin a full-scale 
ISDN: it hopes to have 17 
cities hooked up to its net- 
work by the end of this 
year and 70 by the end of 
1989. Other regional 
phone companies are ex- 
pected to follow suit. 

Although a relatively 
late starter, the US has a 
huge and highly sophisti- 
cated telecoms user base. 
Thus, once the market for 
ISDN really gets going — 
around the mid-1990s — 
it is likely to take the 
lead. 

ISDN comes in two 
flavours. With the basic service, which 
is all that any of the companies are offer- 
ing at the moment, you get two channels 
capable of sending over 64 thousand di- 
gital bits of information a second (kbps) 
plus a third, 16-kbps channel used for 
signalling. 


he advantage of this is that you get 

two phone lines for slightly more 
than the price of one. Both can send 
data and pictures much faster, hence 
more economically, than existing data 
or analogue lines. The quickest modems 
(soon-to-become-extinct devices used 


to send gs information over ana- 


logue lines) in widespread use today 
work at less than 10 kbps. 
In addition, the third channel can be 


used, forexample, to tell you (viaa little 


display panel on your telephone) the 
numbers of incoming callers, and how 
much a call is costing. In addition, if the 
person you are trying to reach is en- 
gaged, it can also be used to leave a mes- 
sage that you called. 








This version of ISDN is designed to 
run on copper wires. Next year, a much 
more powerful version, known as the 
primary service, will be introduced in 
several countries. This packs 23 lines 
plus a signalling channel onto one opti- 
cal fibre. The individual lines can be 
used separately, or combined into a 
single, high-speed — 1.5 mega bps 
(Mbps) — line. High speed is necessary 
for applications such as video-con- 
ferencing (regarded in Japan as a very 
good potential market) because moving 
pictures contain far more information 
than voices. 

But even 1.5 Mbps is not fast enough 
to carry high-quality video. For the fu- 
ture, engineers are already talking of 
broadéning the scope of ISDN still 
further, to enable phone lines to carry 
TV. This ability. it is reckoned, will 
serve as a good wedge to carry ISDN 
into the home as well as the office. But 
the technical problems to be overcome 
are formidable. 

What sort of phones plug into ISDN 


MORE FOR LESS 


lines? Well, in addition to displays, they 
have more buttons (many of which, 
thankfully, will disappear once uses be- 
come standardised). They also come 
with connectors, to allow you to plug 
other equipment. such as personal com- 
puters and faxes, through them. 

A new generation of digital faxes has 
also been developed to go with ISDN. 
Known as G4s, these can transmit an A4 
page in four seconds — about the same 
speed as a copier — compared with 
maybe half a minute by the conven- 
tional G3 machines. 

Rapid adoption of digital fax is seen 
as crucial to getting ISDN off the 
ground in Japan. Japanese typically 
send documents by fax, not computer. 
NTT has accordingly announced a G4 
machine at the loss-leading price of 
¥1.18 million, setting a ceiling for 
equipment makers. 

A third important piece of equip- 
ment is the terminal adaptor. These 
will be necessary in the interim pe- 
riod — perhaps as long as 20 years — 
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until existing equipment is replace 

Who is using ISND and what for? 
common factor among subscribers 
that they are big companies. In Japa 
most of the 88 users NTT had signed 1 
for 374 lines by the end of August we 
either equipment makers, who need tl 
lines to develop new products for ISD! 
or banks and securities companies. Su: 
firms, typically, already lease their ov 
high-speed lines from NTT; ISD 
serves as a cheap backup for the 
lines. 


Regarding applications, Nagoya-bas 
Tokai Bank has equipped some 
its automatic teller machines wi 
video-phones to deal from a remote | 
cation with problems and inquiries | 
customers using the machine. 

France Telecom is working 
partnership with service providers 
develop new applications. One suc 
with the consumer electronics cor 
pany Philips. is the “tele-repair” 
electronic appliances. AT&T recko: 
that ISDN is tailor-ma: 
for efficient telephoi 
marketing. When a ct 
tomer calls, the marketii 
company's computer a 
tomatically pulls up.his : 
her record from 
database, connects the ci 
to an idle agent, and di 
plays the record on tl 
agent’s screen. 

You may argue th 
such applications are : 
very well, but they can | 
done without using ISD? 
Indeed, most of the use 
who would be most like 
to benefit from ISDN : 
readv have their own pi 
vate networks in place. . 
the long run, howeve 
ISDN is likely to be able 
overcome these objections, for sever 
reasons. 

The most compelling reason is stai 
dards. The elimination of multiple wi 
ing systems is extremely attractive ! 
corporate subscribers. Equally, incon 
patible private networks can be a tr 
mendous disadvantage. There have r 
portedly been mergers and takeove 
that did not go through because tl 
companies communications networl 
could not be made to talk to each othe 

The second reason is cost. Iino 
Bell's tariffs are 26% more a month f 
voice communications on an ISDN lir 
(though you do get two channels inste: 
of one), but 82% less for data commur 
cations. 

Ultimately, however, ISDN offe 
much more than simple substitution c 
à cost basis. As standards are finalise 





| and the network spreads, the most in 


portant thing now is for telephone con 
panies and equipment manufacturers t 
cooperate with subscribers in coming u 
with innovative applications. l 
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We have 36 hotels in Asia Pacific. 
And every one of them is rare. 


Imagine the luxury of 36 Hyatt 
Hotels and Resorts perfectly 
positioned across Asia and the 
Pacific. Hotels where Hyatt’s 
meticulous attention to detail has 
been polished to perfection, so 
that they constantly transcend the 
expectations of both business and 


Melbourne « Sydney « Adelaide 


Asia Pacific will look after you 
whether you're in Melbourne or 
Manila, Saipan or Seoul, at work 
r play. All with gracious service. 
Indeed it is all those 
special ‘touches’ 
which put Hyatt a 
cut above the rest. 


leisure travellers. It can be seen in 

our gracious service. In our innova- 

tive cuisine. And in our exclusive 

Regency Club accommodati 

And for a breather, 

each hotel offers you 

extensive sports and cod 
À J 

leisure facilities, Hyatt i H 
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[THE 5TH COLUMN - 











B? the US and Japan face enorm- 
ous constraints in their policy flexi- 
bility over the next year, and if the con- 
straints prove overwhelming — if the 
acrobats fall off the high wire — severe 
problems will result. 

In the US there is general consensus 
| that the priorities for the next year have 
to be to reduce budget deficits, com- 
press the trade deficit, contain inflation, 
and to maintain healthy growth and job 
creation. At every turn, however, there 
is a Catch-22 situation. 

Too abrupt à decrease in the budget 
deficit could cause a recession. A reces- 
sion in the near term could be à black 
hole. The deficits would really soar as 
economic activity slows and revenues 
decrease. Traditional fiscal policy 
would be paralvsed since there would 
be no way to prime the pump without 
further increasing the deficit. The US fi- 
nancial system would be sent reeling. 

Because Latin American exports 
would be slowed as a result of a US re- 
cession, the big money-centre banks, 
holding too much Third World paper, 
would be hurt, not to mention the debt- 
ors themselves. If the Federal Re- 
serve (Fed) tried to loosen monetary 
policy to spur demand, foreign holders 








en mass, creating a currency crisis. 

Too. little attention to the deficits 
could also create a debacle. If there is no 
credible plàn on the budget in the first 
100 davs of the new US presidency, the 
markets may test the administration and 
give it an early Waterloo. The dollar 
j could tumble as foreigners give the ad- 
| ministration a vote of "no confidence.” 
Then look for an increase in interest 
rates to keep dollar holders happv, and 
we are back in the recessionary scenario 
again. 

There is not much room for man- 
| Oeuvre on the trade deficit, either. 
More protectionism will only lead to in- 
flation, putting the greenback into a 
free fall. 

Too much focus on inflation will lead 
| toeverhigher interest rates. At best this 
might cool the economy, but it will 
strengthen the dollar, which in turn will 
| worsen the trade deficit and increase the 
| foreign debt. Too little attention to in- 
| flation would merely turn over the job 
to bond traders, who will proceed to dis- 
count their trades and thereby drive up 
rates, anyway. 

The kind of adjustments that the US 
will want to make require extremely 


deft policies at home combined with 





| 


right policy framework at home — and 


| significant help from abroad. With the | 
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| 


of the dollar could dump the greenback | 
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Wanted: A new US initiative on 
global financial collaboration 


no amount of foreign help can offset 
misguided domestic efforts — the US 
could gradually reduce its deficits and 
keep up non-inflationary growth. 
This is what will be required: 

> A budget-reduction package which 
slows US growth only moderately but is 
enough to satisfy financial markets so 
that interest rates are not pushed up. 

> A willingness by the Fed to offset re- 
strictive fiscal policy by allowing a slight 


| loosening of the monetary reins, some- 


thing it ought to be able to do if it and 
the markets are satisfied with the 
budget decisions. 

» Á consensus among the major pow- 


| ers to return the dollar to its gradually 


declining path, in order to keep reduc- 
ing the trade deficit. 
» A willingness of Japan and West 
Germany to keep up their growth to 
offset a US slowdown. 

In this connection, Japan is the most 


important partner, not just because it 








has the financial resources, but because 
it already has so much vested interest in 
a strong US economy. Besides, the US 
cannot count much on Europe, preoc- 
cupied as it is with its own unification. 

But Japan, too, has awesome con- 
straints. Here is a nation with its own 
tightrope. 

Tokyo is prepared to see the yen con- 
tinue to rise gradually. The objective is 
to continue the process of restructuring 
Japan's economy such that there is more 
domestically. generated growth and 
more substitution of 21st century “infor- 
matics” in place of yesterday's heavy in- 
dustry. A stronger yen also helps to pro- 
mote imports, which benefits consum- 
ers and holds down prices. If the yen 
rises too fast, however, the dollar will 
weaken. with unsettling consequences 
for so much else. including stock- 
markets around the world. 





Jeffrey Garten is president of New 
York investment bankers Eliot Group 
inc. From 1984-86 he directed the 
Asian investment-banking business 
of Shearson Lehman Bros from 
Tokyo. 
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cool inflationary pressures. In. Se 














If the yen ceases to strengthen, as has; 
been the case recently, then Japan’s ex- 
ternal surpluses will rise again, setting; 
off US protests. In fact, even with the: 
rise of the yen these past two years, 
Japan's merchandise trade balance has 
not been declining as might have beem 
expected. 

Interest-rate policy is particularly 


| tricky. Japan refused to strengthen in- 


terest rates along with West Germany: 
recently in an effort to stop the rise ini 
the dollar. One reason is that the Minis- 
try of Finance did not want to pay high 
er interest rates on domestic debt. 
Another is concern about the impact on 
the Tokyo stockmarket which has seer. 
frenzied growth and which, despite as« 
sertions to the contrary, must be & 
source of concern to officials. In fact, 
the government's fear about instabilit 
in the financial markets themselves are, 
sure to act as an unprecedented con 
straint on policymakers. 

This is all the more true because of 
the unknown consequences of deregulae 
tion. It is not just that financial markets 
themselves have been made more oper: 
these past few years, but in recent week 
Japan has unveiled new futures and op: 
tions markets. These provide more op. 
portunity for hedging, to be sure, but 
also for increased financial speculation 
too. As the US saw last October, it is no 
totally clear how all these markets relate 
to each other. 

At some point in the future, how 
ever, Japan might want to raise rates 























tember, for example, the OEC 
cautioned Tokyo to keep its eyes on thi¢ 
problem. To be sure, Japan’s inflation 
low by other countries’ standards. Bu 
growth is extremely strong, capaci 
constraints and labour shortages cou 
arise next year, and Japan's idea of ac 
ceptable levels of inflation are muck 
lower than those in the West. Slowing 
growth temporarily might make sense 
for purely domestic reasons, but i 
would be very unwelcome outside 
Japan, especially if the US is in slump. 


he need for delicate manoeuvreing, 
has to be seen against the back ^ 
ground of last year's stockmarket crash 
One year later, world financial market 
remain nervous. The possibility for panie 
is still there, as are the financial imba 
lances. Despite the Brady Task Force 
the Securities and Exchange Commis 
sion study, inter-agency reviews iE 
Washington, and despite much more 
analysis, nothing much has changed. 
eré are no simple answers to these: 
issues: they will have to be hammere 
out in negotiations bétween Washing 
ton and Tokyo. The leadership require 
to hammer out the right agreements wil 
have to come from the US. Japan can . 
not lead alone. Collective leadersh 
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sounds good, but it will not work. It is 
the US or no one. 

Either Vice-President George Bush 
or Michael Dukakis will be the first pre- 
sident to begin his tenure with a US 
economy hooked on foreign money and 
foreign products. Monetary policy and 
exchange-rate policy are now the same 
thing. Foreigners have a vote on US 
budget decisions with their purchase or 
sale of US dollars, bonds or stocks. Reg- 
ulation is only effective if it is coordi- 
nated with other countries. The most 
important aspect of this new, open 
world is that the next president will be 
the first to begin his term as chief of 
state to a nation which is a debtor vis à 
vis Japan. 

The next administration will have a 
one-time chance to make a fundamental 
reassessment of what this means and 
how it wants to deal with the situation. 
It will face the peculiar spectre of an ally 
across the Pacific which lacks world- 
class military capability but which has 
become banker to the world. 
Moreover, a new administra- 
tion will try to square the US 
desire to be the No. 1 super- 
power with the historical real- 
ity that pre-eminent world 
powers like Britain in its 

rime or the US after World 
ar II were always the lend- 
ers of last resort and the mar- 
ket of last resort to the rest of 
the world. Today the US can- 
not be the lender and is trying 
to reduce imports. So what 
should be the mindset of US 
policymakers in this setting? 

Should it be business as 
usual? Should they act as if US 
power and leverage had not 
changed and present Tokyo 
with the usual lists of demand 
after demand, insensitive to 











ing in the financial and macroeconomic 
arena rather like this: 

First, US-Japan financial coopera- 
tion should be immediately recognised 
by the new administration as an integral 
part of its national economic strategy. 
As such, it ought to receive the kind of 
priority usually reserved for national 
defence, and it ought to be one cor- 
nerstone of the first 100 days’ program- 
me. 


J apanese trade or defence issues 
should not have the same priority. 
The electronic chips wars, agricultural 
liberalisation, Japan's distribution sys- 
tem, defence burden sharing and all the 
rest are important, but they do not de- 
serve first priority. 

Secondly, a new administration will 
want to move quickly to put its overall 
economic programme in place. This 
means getting the ideas together and co- 
opting congress to go along. There 
should be an effort made to bring top Ja- 





icits and surpluses moving in the right 
direction. The objective ought to be to 
get the dollar moving downward again. 
For starters, in place of the most recent 
refrain that the dollar is at the right 
level, a subtle change in rhetoric is 
needed to let the dollar slide gradually. 

To strengthen the kind of collabora- 
tion that will be necessary, I think it is 
time to consider some far-reaching in- 
novations in terms of financial coordi- 
nation. For example, a prominent offi- 
cial each from Tokyo and Bonn could be 
invited to be an observer on the Federal 
Reserve Board and vice versa. 
» Next on the agenda is the lopsided 
nature of foreign direct-investment 
flows — the kind that goes into real es- 
tate or factories or companies. I em- 
phasise lopsided because Japanese in- 
vestment in the US is a great plus for the 
country. But the reverse flows are too 
small. 

There is one aspect in the financial 
arena that could produce problems next 
year — the increasing use of 





Secretary of State Shultz and Takeshita: business as usual? 





Japanese investment to fuel 
hostile takeovers in the US. 
Nomura’s recent investment 
in one of the top US top 
merger firms was made with 
public acknowledgment that 
the big Japanese securities 
house was more than willing 
to play the hostile game in the 
US, but that there was no pos- 
sibility of it or anyone else 
doing the same in Japan. 
Given that this kind of 
takeover is confrontational 
and controversial, a possibil- 
ity for a blow-up over the lack 
of reciprocal opportunity in 
Japan is a good possibility. 

» Relationships among the 
US, Japan and Europe — 
^| especially West Germany — 





their leverage and their own 
options to do things differently? I 
believe this will be a recipe for an- 
tagonism and polarisation. 

Should administration officials ex- 
pect Japan to take more responsibility 
for global economics and for its own de- 
fence simply because it has "arrived?" 
Or will they be so mesmerised by 
Japan's growing economic strength that 
they fear being tough with Tokyo? Too 
deferential an attitude would also be a 
mistake. I do not believe Japan intends 
to be a world leader. It will follow the 
US or react to the US, but in the ab- 
sence of being led and pressured by 
Washington, it is unlikely to fulfil its 
broader global responsibilities. 

Should US strategy fall somewhere 
in between? Will it have a strong sense 
that Japan's strength must be respected, 
its new responsibilities defined, its total 

artnership with the US affirmed — but 
in the context that as national power still 
rests with the US, it must exert very 
clear, focused leadership? This is the 
ideal approach, with a scenario unfold- 





IFAR EASTERN ECONOMIC REVIEW e 20 OCTOBER 1988 





panese officials into the loop at an early 
stage, too. This is delicate, to be sure, 
but there are quiet channels, be they 
through the central banks, the finance 
ministries, or special envoys. If there is 
a will, there will be a mechanism. 

Thirdly, neither setting priorities nor 
orchestrating top level, highly confiden- 
tial consultation will be possible unless 
the US Government is more effectively 
organised to deal with Tokyo. There 
must be a special National Security 
Council group, or a specially anointed 
undersecretary of state to pull every- 
thing together and exert some discipline 
on priorties, execution, and follow 
through. And there will be no substitute 
in the first year or two for direct and 
continuous involvement of the presi- 
dent himself. 

Fourthly, are the issues which should 
head the financial agenda: 
» The most immediate and important 
is to re-examine the Louvre Agreement 
for currency coordination in the context 
of the US and Japan, getting their def- 





will represent a tricky situa- 
tion for the Washington-Tokyo partner- 
ship in 1989. Europe's drive for a uni- 
fied market by 1992 is likely to produce 
a more inward-looking continent for 
the next few years, at least. I hope 
Washington and Tokyo can coordinate 
their efforts to continue to exert pres- 
sure on Europe to keep its markets open 
and to participate in overall economic 
coordination efforts on exchange rates, 
Third World debt, etc. The alternative, 
of course, is that the US and Japan try to 
cut their own deals to get inside the 
European market, engendering suspi- 
cion and resentment between Washing- 
ton and Tokyo. 

Japan is in an awkward position, to 
be sure, because Europe may hit it hard 
with reciprocity issues and because an 
assertive policy does not come easy. But 
it is quite important for Washington and 
Tokyo to stand together. 

All this is a tall order. The premium 
is on getting a very quick start in the new 
administration so that the right patterns 
are set from the beginning. oO 
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Nice guys no more 


Indonesia starts cracking the whip within Opec 


By Michael Vatikiotis in Jakarta 


poen has taken steps to remove 
its long-held image as a moderate 
member of Opec. In a statement 
uncharacteristic of Indonesia, Mines 
and Energy Minister Ginanjar Kar- 
tasasmita accused fellow Opec mem- 
bers of irresponsible action in flood- 
ing the world oil market and sending 
prices to their lowest levels in two years. 

Their action will 
obstruct economic pro- 
gress in other Opec and 
developing countries, 
Ginanjar added. “If con- 
tinued, it won't stop the 
anger of governments and 
peoples affected by it," he 
said in a speech after 
awarding three new ex- 
ploration contracts to for- 
eign oil companies on 6 
October. 

A cabinet change in 
March helped pave the 
way for Indonesia to 
change its image within 
the oil cartel. Ginanjar 
has impressed many ob- 
servers by pursuing a 
stronger and more nation- 
alistic stand within Opec 
than his predecessor, 





Subroto, who during his 10-year tenure 
built Jakarta's moderate image. Sub- 
roto is now Opec's secretary-general. 
Ginanjar, in his speech, appealed for 
greater Opec unity and also warned that 
Indonesia would not hesitate to break 
ranks unless the call was heeded. 
“There are limits to what we can bear. 
Every country has the right to defend its 





national interests and take appropriate 
action to ensure them," he said. 

Yet, there are limits to what In- 
donesia can do within or outside Opec 
to remedy this situation. Either way, 
Indonesia stands to lose economically. 
Indonesia's output is too small to be 
able to influence the world market, 
while another price war would be self- 
defeating. Oil, together with gas, still 
accounts for close to half of Indonesia's 
export income and government budget 
revenue. 

Analysts believe Indonesia has been 
one of the few Opec members to have 
abided by its output quota this year, for 
the simple reason that, without addi- 
tional investment, it does not have the 
capacity to produce more 








Ginanjar; Subroto: nationalistic stand. 


than its alloted quota of 
1.19 million barrels per 
day. 

Foreign oil firms are 
reluctant to invest in new 
production capacity, be- 
cause they fear they may 
be told to reduce it again 
once Opec puts its house 
in order. Any additional 
output would also mean 
that Indonesia's oil re- 
serves would be deplet- 
ed that much more rapid- 
ly. 

At the current rates of 
new oil discoveries and 
output, officials estimate 
that Indonesia will be- 
come a net oil importer 
after the turn of the cen- 
tury. 








Eastern promise 





Oil companies intensity east coast exploration effort 


By Jayanta Sarkar in Calcutta 


p is stepping up the search for 
oil along its eastern seaboard, an area 
which has long been thought to contain 
rich reserves. Despite several years of 
exploration activity, however, the re- 
gion has failed to yield a major oil 
find. 

Undeterred by this lack of results, 
the country's main exploration agency, 
the state-run Oil and Natural Gas Com- 
mission (ONGC), in conjunction with 
Techno-Export of the Soviet Union, 
hopes to begin test drilling before the 
end of the year at Sonarpur in the east- 
ern state of Orissa. ONGC and the 
Soviets plan to carry out an extensive 
exploration programme which should 
include at least five more wells over the 
next few years. 

Exploration work is already under 
way in four major eastern river basins — 
the Mahanadi, Godavari, Krishna and 
Cauvery — as well as in the Andaman 
Islands in the Bay of Bengal. Recent 





hopes have centred on the Cauvery 
basin in the state of Tamil Nadu, where 
an offshore strike helped boost morale, 
and in the Krishna-Godavari area, 
where another offshore well has been 
producing about 5,000 barrels a day. 
Other test wells have yielded oil but so 
far the quantities have been small. 

By comparison, the gas finds have 
been substantial. But because of the 
limited number of consumers along the 
east coast much of the output has had to 
be flared off. In a bid to boost consump- 
tion and improve the economics of ex- 
ploration by cutting the amount of gas 
wasted, ONGC is constructing a 72 km 
pipeline in Andhra Pradesh to serve key 
urban concentrations. It hopes to ex- 
tend the pipeline by a further 68 km 
later. 

The recent flurry of activity stems 
from New Delhi's decision in early 1986 


| to invite bids for 27 offshore blocks 





Contracts for eight of these have so far 
been signed. Chevron-Texaco of the US 
has taken two in the Krishna-Godavari 
area and one at Palk Bay in the south, 
close to Sri Lanka. International Pet- 
roleum (Bermuda) has signed a con- 
tract for another Krishna-Godavari 
block. 

The interest shown by foreign oil 
companies underlines the potential of 
India's east coast which was first recog- 
nised by a US company, Stanvac, in the 
mid-1960s. But the east coast remains a 
poor cousin of its western counterpart 
where the Bombay High offshore oil 
complex alone produces two-thirds of 
India's total crude output of 30 million 
tonnes a year. 

At the present rate of consumption, 
however, New Delhi fears that the 
Bombay reserves will not last for much 
more than 15 years. Output over the 
past year has fallen marginally. Mean- 
while, the ratio of proven and recover- 
able reserves to production across the 
country as a whole has declined from 39 
in 1980 to about 15. The forecast fall in 
west coast output has thrust the east 
back into the limelight and given explo- 
ration companies the incentive to renew 


skirting the entire eastern coastline. | theiroil search. 
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. Uniteds service to 
America really is in a class of its own. 
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»ou to United's First Class lounge, then to your flight when it’s 
kme to board. Confirming a connecting flight in the States 
: : : ; * TOKYO (03) 817-4411 € OSAKA (06) 271-5951 € NAGOYA (052) 571-5488 
Once in the US, your concierge will whisk you to customs — ? SEOUL (02) 757-1691 € BEIJING (01) 5128888 e SHANGHAI (021) 553333 
o any of 41 prestigious hotels in 19 cities, where First Class 
liers receive special rates.** 


When you fly First Class to America with United, you may p 
bome away with a whole new perspective on transpacific travel. me 
It begins the moment you arrive at the airport. There, you'll be ra = 
United serves more cities in America than anyone, so we can 
sonnect you to just about anywhere). Or calling ahead to 
head of the crowd. And since your baggage comes off the * HONG KONG (05) 810-4888 e TAIPEI (02) 735-8868 € MANILA (02) 818-5421/25 
lane first, you'll be on your way before you know it. * SINGAPORE 220-0711 @ BANGKOK (02) 253-0558 
So the next time you travel to America, fly with the airline 
-hose First Class service really is in a class of its own. 


weeted by a United Concierge whose only responsibility is you* 

irrange ground transportation or reserve a table at a restaurant A i R L ! n 
And where shall you go? We suggest you take advantage of ° KUALA LUMPUR (03) 2611433 e JAKARTA (021) 361707 
Call your travel agent or United. 


m 
Your concierge provides a host of helpful services. Escorting D 
€ S 
1 one of our five U.S. gateway cities. UNITED RESERVATIONS AND INFORMATION 
: > * AUCKLAND (09) 793-800 e SYDNEY (02) 233-1111 € MELBOURNE (03) 602-2544 
Jnited's VIP Hotel Program. That way, you can head straight 
You're going to love it. 


United Concierge Service not available in Beijing and Shanghai. United First Class lounge not available at all airports. 
Call your travel agent or United for specifics. United's VIP Hotel Program is also available to Business Class fliers 
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The Commerzbank report on German business and finance No.10/88 














































American companies in 
which Europeans hold an 
interest had sales of almost 
$25 billion in 1987, which 
translates into a share of over 
8% in a market worth ap- 
proximately $300 billion per 
year. After a rather hesitant 
start, the surge of West Ger- 
man and European retailers 
across the Atlantic really got 
under way in the late seven- 
ties. Tengelmann, Haniel, 
Rewe-Leibbrand and Asko— 
all based in the Federal 
Republic-acquired majority 
interests in US supermarket 
chains, whereas the Albrecht 
group, West Germany's lead- 
ing food retailer, was content 
to acquire minority holdings 
in American companies. In 
the eighties, French, Dutch, 
Belgian and British food re- 
tailers have also moved into 
the US market. 

Undoubtedly, the success 
of the West German com- 
panies in the U.S. has been 
made possible by their re- 
markable flexibility, inno- 
vative approach, and sound 
financial base at home. Far 
more significant than the 
structural changes in the Ger- 
man retail trade in recent 
years is the driveto streamline 
purchasing, stock control and 
sales, with data-processing 
systems providing companies 
with an accurate overview of 
their operations at all times. 
Today both the marketing 
concepts and the manage- 
ment and merchandising con- 
trol systems of the West Ger- 
man retail sector are among 
the most modern in the world. 








Although West German 
retail groups were slower to 
develop overseas activities 
than their country's industrial 
firms, from the very outset 
they focused almost exclus- 
ively on the huge US market. 
Moreover, their motives for 
exploring foreign markets 
were rather different from 
those of the industrial firms, 





Successful German forays 
into US retail sector 


Apparently, they have suc- 
cessfully adapted the market- 
ing approaches that had paid 
off in Europe to the American 
setting. Some US supermar- 
ket chains that were in the red 
at the time of their takeover 
were returned to profitability 
after only a few years. What is 
more, the German concerns, 
through their American sub- 











which originally sought to 
take advantage of inter- 
national cost differentials and 
enhance their own export 
business. By contrast, Ger- 
man retailers were attracted 
primarily by the growth 
potential of the American 
market—understandably, too, 
as the scope for expansion at 
home had been curtailed by 
fierce competition, a shrink- 
ing population and various 
legal restrictions. 

All in all, West Germans— 
and, indeed, the Western 
Europeans in general—have 
done well in their food-retail- 
ing operations in the U.S. 





sidiaries, have been able to 
increase their share of the 
US market through new 
takeovers. 

Outside food retailing, the 
greatest public stir was caused 
by Otto-Versand, the promi- 
nent West German mail- 
order house, when it bought a 
stake in its American counter- 


part, Spiegel Inc., which ranks 
third in the United States. 
The mail-order business in 
the U.S.—with its highly-seg- 
mented market—is generally 
thought to be a tough nut to 
crack. Only a quarter of the 
total volume of mail-order 
sales in the U.S. is accounted 
for by large companies offer- 
ing a comprehensive range 
of products, with the other 
three-quarters being gener- 
ated by specialized firms. In 
West Germany, the ratio is 
reversed. z 


Fresh orientation 


In addition, there is tough 
competition in the U.S. from 
the department stores and 
the discounters with their 
aggressive pricing policies 
and their seemingly unlimited 
opening hours. Nevertheless, 
Spiegel's sales have soared 
over the past five years, en- 
abling Otto-Versand to over- 
take the American Sears- 
Roebuck group, which had 
previously been the Nr. 1 in 
this sector worldwide. 

However, in the years to 
come, and especially after 
1992, there could be a shift of 
emphasis in West German 
retailers’ foreign investment 
activity. Indeed, elsewhere in 
the EC, and above all in the 
newer member countries, re- 
tailing is still dominated by 
smaller firms. Yet it is pre- 
cisely in such states that retail 
sales can be expected to in- 
crease at above-average rates 
once the Single Market is in 
place, and the German groups 
will surely attempt to exploit 
this potential. 


COMMERZBANK M 


German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, PO. Box 100505, D-6000 Frankfurt/Main 1. 




















The lady's set for burning 


€ TAIWAN'S embattled finance 
minister, the school-marmish Shirley 


Kuo, should receive 
undercutting the speculative insanity 
which had turned the Taipei Stock Ex- 
change (TSE) into little more than a 
pricey off-track betting establishment. 
But unless she follows up quickly and 
decisively to give investors more legal | 
alternatives for parking their excess 


cash, she will earn an F for oppor- | 


tunism. Much of the money fleeing the 
bourse — if it can, given the TSE's grid- 
lock inducing order- -matching system — 
will unhappily end up bolstering Taiwan's 
‘illegal investment houses or quietly leav- 
ing the country in all sorts of ingenious 
ways designed to beat the tax collector. 

This would be too bad. Having pro- 
vided a disincentive for investing in the | 
stockmarket with the reimposition ofa 
capital gains tax on earnings, Kuo could 
ideally follow through in two ways. 
First, she should address the problem of | 
Taipei s ubiquitous and destabilising 

^back door" financial arrangements by 
legalising some and cracking down on 
others. 

And, she should speed through mea- 
sures to liberalise and upgrade the coun- 
try's orphan child of a capital market. 
The upshot — if handled with a firm 
hand and a. reasonable degree of open- 


ness — would be a better educated, less- | 


speculative local investor, a vastly im- 
proved use of national savings, and a di- 


minished threat to the stability of 


Taiwan's financial system. 

Pent-up demand is certainly on Kuo's 
side. In addition to running share and 
property prices right up to the strato- 
sphere, the Taiwanese have dealt with 
the prehistoric nature of their financial 
services industry with reckless inven- 
tiveness. Underground deposit-taking 
companies. many of which are little 
more than old fashioned pyramid 
schemes, have sprouted up by the 
neighbourhood. Ilegal lotteries abound 
~~ the current favourite is based on 
Hongkong’s legal and relatively untixa- 
ble Mark Six. Housewives surreptiti- 
ously play the Chicago Board of Trade 
grain futures market through bedroom 
Reuters terminals. Orchids and goldfish 
have been lucratively turned into trade- 
able commodities. 

While changing the rules for 
Taiwan's oligopolistic and smugly self- 
serving banking system will take some 
time — an overhaul of banking laws ts 
being prepared to go before the newly 
awakened legislature — Kuo can take 
advantage of the moment in a couple of 
relatively painless ways. She could re- 
mind her deep-pocketed constituents. 
for instance, that the NT dollar has now 
stabilised enough to make offshore in- 


an A+ for effort in | 
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vesting attractive again, cut the 3% pro- 
vincial tax on foreign mutual fund in- 
vestment and invite a handful of suita- 


| bly prestigious overseas brokers in to 


tout their wares. 

She could aggressively promote a 
broadening of Taiwan's minuscule bond 
market by paying for an already plan- 
ned NT$500 billion (US$17.3 billion) 


| government land purchase programme 
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with debentures instead of cash. More 
risky, but perhaps just as sensibly, she | 


; could stop pretending that a USS1-2 bil- 


; lion illegal deposit-taking industry does 
not exist and take steps towards recog- 
nising and regulating it. 
€ SHROFF fears that Kuo — as bold 
as her initial measure was — does not 
have the party backing (despite an in- 
comparably direct line to the top via 83- 
year-old husband Nieh Wen-ya. close 
confidant of Chiang Kai-shek who now 
heads the Legislative Yuan) or the poli- 
tical savvy to seize the day. 
Evidence abounds. At her initial 


press conference announcing the re- 
i imposition of the tax, Kuo became 
| probably the first finance minister in 
; history to give a how-to lecture on tax 


evasion. Open multiple accounts to 
avoid the untaxed transaction ceiling. 


| She suggested to a national television 
| audience. 


That was just the start of her trans- 
formation from Iron Lady to what ap- 
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pears to be a Sacrificial Lamb. Ham- 
mered by stock- -investing party ap- 
paratchik after the first three days of 
post-announcement trading ‘sent the 
market into a stall, Kuo raised the ceil- 
ing from NT$3 milliona year to NT$10 
million. This absolutely assured that no 
one would ever end up paying the tax. 
Even more bewildering te proponents 
of a broadened capital 
pledged that the government woul 
go through with the intended | 
privatisation of three state-ow 
until TSE conditions “norm: 
€ THE real icing on the waffle — to 
date — came a week after the slump. 
began. The Finance Ministry an=- 
nounced that it was ordering 11 of its 
banks to extend one year, low-interest 
loans to investors to help them meet 
margin calls that some analysts believe 
could tally NT$150 billion. In essence, 
Kuo has set about undermining the only 
real bit of good that has come out of her 
original decision: that of forcefully re- 
minding Taiwan’s punters that markets 
do not only go up — they go down as well. 

If the minister survives the hostile 
clamour for her resignation, she (or her 
successor) really ought to take a look at} 
the daily price limit movements on thes 
TSE. These were paternalistically tight — 
ened from 5% to 3% by authorities dur- 
ing the October 1987 crash and helped, 
Shroff suspects, in bringing about the 
exuberant wholesale denial of risk 
which characterised the 1988 bull mar- 
ket. While the price limits did avert a 
politically and socially unacceptable 
split-second collapse, they also can be 
blamed for reinforcing the no-lose 
psychology of the market and for allow- 
ing the bellwether index to reach such 
dizzying heights in the first place. 

The limited potential for loss fuelled 
the upward tattoo of prices by bringing 
the steelworker from. Keelung and the 
seamstress from Tainan into the mar- 
ket. Most of all, the daily price limits ab . 
lowed the so-called “big players,” a 
handful of greedy market makers, 
to specialise in the Taiwan-version 
of bump (a stock up to the daily limit) 
and run (to sell your holding into a rising 
market as seamstress and steelworker 
try to follow your initial move). 

While Kuo has pledged to study the 
daily limits, don't expect the Taipei au- 
thorities to embrace the idea that a free 
market might ultimately be more stable 
than the unnatural and riggable regime ~ 
now in place. Protesters, who evidently 
prefer a slow descent to bankruptey 
rather than a speedier fall which could 
result in price equilibrium and a re- 
bounding market, want the limits tight- 
ened. Hopefully, the lady will demur 
while she still can. 
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Into the big time 








Japan's Exim Bank become the pump for surplus yen 


By Nigel Holloway in Tokyo 


apan's Export-Import Bank has 

moved towards the centre of the 
country's efforts to recycle its current- 
account surplus. At the recent Interna- 
tional Monetary Fund annual meeting 
in West Berlin, finance ministers de- 
cided that Exim would take on the task 
of making untied loans "in parallel" 
with the IMF in support of developing 
countries’ structural-adjustment pro- | 
grammes. 

This is a major change for both the 
IMF and Exim. The IMF has not col- 
laborated with any other institution in 
co-financing activities before, nor has 
Exim ever worked so closely with a mul- 
tilateral agency such as the IMF. The 
novel tie-up reportedly had some Euro- 
pean officials wondering how an export- 
import bank could be involved in such 
high-powered work. 

The Japanese bank seems a bit over- 
awed by its new responsibilities. It will 
be difficult to be treated on equal 
terms with the IMF, said Tadahiko 
Nakagawa, Exim's manager of interna- 
tional relations. While the IMF has a 
pool of highly qualified research staff, 
he observed that "our research institute 
of 30 people only has one doctorate 
among them." Although the IMF will 
negotiate the terms for a loan to a 








debtor country, Exim will have to assess 


COMPANIES 


whether the conditions are reasonable, 
which will probably give it access to sen- 
sitive information about a country's 
economic prospects. 

The details of the IMF-Exim col- 
laboration will only be worked out 
when a specific case for a loan arises, 
and officials have only discussed infor- 
mally the sums Exim could be expected 
to lend. In past co-financing of projects 


with the World Bank, Exim has not lent | 


more than the amount offered by the 
World Bank. That is likely to be the case 
for the IMF, too. IMF officials hope the 
new facility will free up a large supply of 
fresh resources. 

This prospect will depend on the 
number of extended financing facilities 
and standby agreements worked out by 
the IMF, but Exim is not expecting the 
parallel financing to do much more than 
supplement its main recycling activity of 
providing untied loans to governments 
of developing countries. This has be- 
come the bank’s largest-single opera- 
tion, accounting for ¥467 billion 
(US$3.5 billion) in credit commitments 
for the year to March, a third of total 
commitments. 

By the end of September, Exim had 
committed USS6.1 billion of untied 
loans as part of the US$20 billion recycl- 
ing scheme announced by former Ja- 


Fateful encounter 


Takeover Panel to rule on Roxy rescue plan 


By Nick Seaward in Kuala Lumpur 


hareholders of debt-ridden Roxy 
ww Electric Industries (Malaysia) voted 
on 4 October in favour of a M$135.6 
million (US$50.40 million) one-for-one 
rights issue at M$1 a share. They also 
agreed to a partial takeover of their com- 
pany by Singapore's United Industrial 
Corp. (UIC), without UIC having to 
make a general offer. 
The fate of Roxy now depends on | 
whether the Takeover Panel will ap- | 
prove this arrangement when it meets to 
discuss the matter on 22 October. 
Under the Code on Takeovers and Mer- 
gers, a general offer must be made if a 
stake in excess of 33% is acquired. UIC 
is sub-underwriting the whole issue and 
has already been assigned various rights 
i. and share-purchase options, amounting 
> to 24.28% of the enlarged capital. To- 
|. gether with several shareholders that 


have been deemed to be acting in con- 
cert with it, UIC already controls 
47.7% . UIC does not want to bail out all 
the minorities as well. 

The rights issue is vital to the re- 
habilitation of Roxy. which is in default 
on loans totalling M$138.3 million. Last 


year a proposed two-for-three rights | 


issue fell through for lack of an under- 
writer. Commerce International Mer- 
chant Bankers has agreed to come in 
this time. on condition that UIC backs it 
up with some hard cash. 

If none of the shareholders sub- 
scribes, UIC will, of course, end up 
owning 50% of Roxy in its own name. 
However, with its concert parties, UIC 
will control Roxy as soon as the rights 
issue is launched. The concert parties 
are à loose coalition. of controlling 
shareholders — headed by Datuk Alex 











panese  prime- minister Yasuhiro 
Nakasone in 1987. Exim was then ex- 
pected to lend at least US$9 billion over 
three years to April 1991, so it is ahead 
of schedule. Some countries, such as In- 
donesia, which has received US$1.86 
billion, are already close to their bor- 
rowing limits. The role of current-ac- 
count recycler has stretched the bank, 
with members of its 500 staff working 
late into the night. Only five executives, 
for example, are responsible for lending 
to 25 Latin American countries, 

But the extra responsibilities have 
given the bank a new lease of life. Es- 
tablished in 1950 to promote Japanese 
exports, its work of financing the coun- 
try's sales abroad has dwindled as the 
government has sought to deflect inter- 
national criticism of Japan's huge exter- 
nal surplus. Export credits totalled 
X312 billion in the year to March, less 
than half the amount in fiscal 1981. 
Partly as a result of the decline in export 
credits, total loans outstanding have fall- 
en from ¥6.2 trillion in March 1984 to 
X 5.1 trillion in March this year. 


E: has long been more than an ex- 
port-credit agency. It provides im- 
port credits to Japanese companies and, 
since 1983, loans for the development of 
energy and natural resources for export 
to Japan. Exim also makes loans to for- 
eign governments to finance their capi- 
tal contributions to joint ventures with 
Japanese firms — a variety of opera- 
tions unmatched by similar agencies. 
President of Exim, Takashi Tanaka, 
calls it *a total-service financial institu- 
tion dedicated to encouraging the flow 
of private-sector funds." Most of the 


Lee and his family-controlled com- 
panies which currently control 
around 47% of Roxy. 

The Lee coalition has assigned UIC 
just over 5] million shares of its sub- 
scription rights and has given UIC the 
option to buy 14.8 million of its original 
shareholdings. This will give UIC the 
24.3876 stake: the Lee coalition, mean- 
while, will still control a 23.32% hold- 
ing, which must be assumed to be voted 
along with UIC. 

The Takeovers Panel seems to be 
very suspicious of the true extent of this 
coalition. UIC's initial application to 
the Takeovers Panel for a waiver was re- 
fused. On appeal, the panel said it 
would reconsider, provided the 
shareholders — excluding the Lee fam- 
ily and other interested parties — voted 
in favour, after being given all relevant 
information by independent advisers. 

independent advisers to the 
minorities, — Intradagang Merchant 
Bankers (Malaysia), urged sharehold- 
ers to approve the waiver on the 
grounds that without it, UIC would be 
unlikely to sub-underwrite the rights 
issue, which “may be the last chance 
for Roxy." Intradagang also advised 
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system through the Ministry of Fi- 
nance's (MoF) Trust Fund Bureau, 
though Exim intends to raise an increas- 
| ing amount of capital abroad. It is seek- 
ing the authority to borrow up to US$1 
billion overseas in the next fiscal year. 

Exim began making direct loans to 
: developing countries in 1959, but it was 
not until the early 1970s that a strict 
-demarcation was introduced between 
the bank and Japan's Overseas Econo- 

“mic Cooperation Fund 
(OECF) which provides 
all soft loans with a grant 
element of 25% or more, 

“which qualify as official 

said. Exim lends on hard- 
er terms. at or near the 
long-term prime rate 

‘which is currently 5.796, 

“compared with 3% for 

~OECF. 

Exim’s prominence in 
Japan's recycling pro- 
gramme initially aroused 
the envy of the OECF, 
which shares the same 
building in central Tokyo. The OECF 
only received a US$3 billion allocation. 
This was partly because the aim of the 
programme was to help heavily indebt- 
ed countries rather than simply pro- 
vide more development assistance. And 
partly because decision-making at 
OECF is more cumbersome than the 
bank, which is supervised only by 
the MoF, whereas OECF's loans are 
scrutinised by four government de- 
partments. 

Now OECF is worried that Exim 
may be treading on its own patch with a 





minorities against subscribing for their 
“fights, warning that they could be 
locked in. 

i Judging by reports from the extraor- 
.dinary general meeting which approved 
the rights issue, the minority share- 
holders are unlikely to take Intra- 
dagang’s advice. 


t is by no means certain that VIC 

needs an absolute majority stake in 
Roxy anyway — it all depends on 
whether the Lee coalition and UIC will 
be acting in concert after the rights issue 
goes through. The indications so far are 
unclear; UIC is believed to have written 
to the panel, stating that both sides are 
acting in concert for the purpose of the 
rights issue only. However, Roxy'schief 
executive, Datuk Laksamana Ismail bin 
Mohamad Tom, told the REVIEW on 10 
October that "there might have to be 
joint management control." 

Joint control with whom is the cru- 
cial question. At the moment, the board 
is split fairly evenly between representa- 

‘tives of the Lee family, which will still 
hold an 18.8% stake, (down from the 
70% it held during Roxy's heyday in 
4985). and the Aokam Tin/Halimtan 


' funding comes from the postal-savings 














loan to the Sultanate of Oman that 
would be sufficiently concessional to be 
classed as official aid. Because the Gulf 
state would normally be regarded as too 
rich to qualify for development assist- 
ance, it requested a loan from Exim, but 
asked for softer terms than usual be- 
cause of a sharp drop in its export rev- 
enues. 

Some say that Exim has expand- 
ed its activities because its mentor, the 
MoF, has been responsible for the 


East Asia 
Other Asia 
Oceania 
Europe 
MiddleEast - 
Africa 


recycling plan.  Exim's president 
traditionally comes from the ministry 
(Tanaka is a former vice-minister for fi- 
nance) and his deputy is appointed from 
the central bank, though Exim officials 
believe the bank is more independent 
from the ministry than this would 
suggest. As a bank, it still has to assess 
the credit-worthiness of the borrower 
and is ultimately responsible to parlia- 
ment. 

Although Exim's main role is as a 
catalyst for private Japanese loans and 


group, which will end up with around 
7.5% of Roxy. Both these groupings 
have been identified by the Takeovers 
Panel as acting in concert with UIC. 
The Takeovers Panel has also in- 
cluded in its list of "interested parties" 
Aliah & Co. Securities and H. A. Sec- 


urities. Both these firms have long been | 


assumed in stockmarket circles to be be- 
neficially owned by Vincent Tan See 
Yin. Tan is officially just an ^adviser" to 
Roxy butseems to wield enormous clout 
within the company. Tan is believed to 
control about 10 million of Roxy's 
stock, partly through his own nominees 
but mostly through Visia Finance. 

If, then, all the minority sharehold- 
ers take up their rights, there is the 
possibility that UIC and the Lee coali- 
tion will find themselves in a state of de- 
licate equilibrium. Lee is broke and can- 
not build up his stake again from pur- 
chases in the market; furthermore, he 
cannot later sell his holdings to another 
party which might be inimical to UIC, as 
UIC has the right of first refusal to buy a 
further 10.3% of the enlarged capital 
from Lee. Meanwhile, UIC may not be 
able to buy this stake without triggering 
off a mandatory general offer. 









THE EXIM BANK AID MACHINE 


(Commitments by region) 
{Year to end-March '88 ¥ billion) 












investment, business executives have 
criticised it for failing to do enough to 
proc flows of private capital to the 

ird World. They say that many of the 
untied loans have gone to development 
banks (10 loans worth US$965 million 
out of a total of 23 credits) and 11 loans 
have been co-financed with multilateral 
banks. p 

Keidanren, the main business or- 
ganisation, suggested in July that Exim 
should be allowed to make direct equity - 
investments’ in. foreign 
ventures as well as more 
actively-use its puarantee 
facilities for such invest- 
ments. It also urged that 
project finance should be 
more. flexible and. in- 
clude direct loans .to 






only state bodies in de- 
veloping countries. 
Partly in answer to 
such complaints. Exim 
made its first loan in a 
currency other than yen - 
in August whenitlentin- | 
donesia US$200 million for infrastruc- 
ture projects (REVIEW, 1 Sept.), swap- : 
ping from one currency into the other. 
No more requests for such facilities 
have since been made. Tanaka has also 
asked the government to amend the law 
to allow Exim to take a direct equity 
stake in foreign ventures and allow | 
lending to public-sector corporations 
which have been privatised. Although | 
the prospect is a long way off, these - 
moves may eventually lead to the | 
merger of the OECF and Exim into à 
single aid agency. ü 














Even if UIC does go in and clear out > 
the existing management, however, 
brokers are sceptical of the company's 

otential for a turnaround, unless UIC 
uys some substantial assets to inject | 
into Roxy. With the net proceeds of. 
M$133.2 million from the rights issue, ^ 
Roxy plans to pay off M$110.7 million 


| of its debt. The remainder was origi- 


nally earmarked for the completion of 
suspended property developments, but 
will probably now be used to subscribe 
to a one-for-two rights issue which was ` 
recently announced by its main asset, 
33%-owned Development and Com- 
mercial Bank (D&C). 

The D&C rights issue will require 
Roxy to fork out M$42 million to avoid 
dilution. The company will also need 
another M$16 million to complete a 
condominium property development. 
But apart from its profitable electrical- 
appliance assembly business, which 
earned a profit for the group of M$2.8.- 
million last year, the only source of size- 
able income in the foreseeaole future is 
the return on a low-cost housing project - 
near Ipoh. This is expected to net some 
M$30 million over a four- to five-year 
period. 
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Bond fails to bind 


- Hongkong calls an Australian entrepreneur's bluff 


By Philip Bowring in Hongkong 
I opposites attract, it may be no 
surprise that. Hongkong and Alan 
Bond have repelled each other. Frus- 
trated by the low rating given by local 
investors to Bond Corp. International 
(BCIL), the Perth-based Bond Corp. is 
to buy out the minority in its listed 
Hongkong subsidiary. 

Bond loyalists attribute this develop- 
ment to Hongkong parochialism, if not 
outright xenophobia. Hongkongers see 
themselves as being a cannier, more 
sceptical bunch than Bond had as- 
sumed. Neutrals might see Bond as hav- 
ing been hurt by being unfairly brac- 
keted with such bitter Australasian 
brews launched on the Hongkong pub- 
lic as Lee Ming Tee’s Sunshine Pacific 
and Bruce Judge’s Impala Pacific. 

A few days (of what looked suspi- 
ciously like insider dealing which 
pushed the price up by 20 HK cents) 
prior to the 6 October privatisation an- 
nouncement, BCIL was trading at 
around HK$1.30 (17 US cents), com- 
pared to June book net assets of 
HK$2.81 and some estimates of more 


than HK$3. This was no basis for BCIL | 


to raise additional equity to reduce its 
gearing or otherwise be useful to its par- 
ent. Dynamic companies are supposed 
to trade at premiums to net asset value 
(NAV). 

Bond's move into Hongkong — first 
buying a parcel of residential properties 
— in late 1986 had been superbly timed. 
But the big talk that worked in Australia 
proved a weakness in Hongkong where 
the preferred method of fooling invest- 





ors is simply not to tell them anything. 
Bond unwisely announced at the time of 
the BCIL effer that the NAV of the 
shares was about double what was in the 
prospectus. For this he was almost pro- 
secuted before the attorney-general's 
wisdom prevailed. 

Quite coincidentally, BCIL invested 
an additional HK$1.9 billion in an office 
development now known as the Bond 
Centre. Although the shares initially 
rose from an offered HK$1.20 to HK$5, 
it was a flash in the pan. Bond's image 
problem, created by his brush with the 
local authorities over the asset-value 
statement, was not helped by a five-for- 
two rights issue to finance acquisitions. 


) it was to be further disturbed by 


the acquisition late in 1987 at a cost | 


of HK$2.3 billion of a stake in Chile's na- 
tional telephone company which will 
reach 45% this year. It also paid its par- 
ent HK$620 million to buy an option on 
some Rome real estate. Both these pur- 
chases gave local investors the feeling 
that they could get stuffed with any 
deals at any moment in the manner of 
Impala, or that the high gearing was 
making the company excessively vul- 
nerable. Yet their reaction also re- 
vealed narrow horizons. They seemed 
to regard Chile as some part of darkest 
Africa rather than what it actually is — a 
middle-sized, middle-income country 
rather more important in the world than 
Hongkong and where quality earning 
assets are available at a fraction of 
Hongkong prices. 








Bond's most astute Hongkong ac- 
quisition — 30% of leading local broad- 
caster HK-TVB — turned sour when 
local scheming conspired to prevent him 
from getting control. Subsequently, the 
government changed the rules by im- 
posing retrospective limits on "foreign" 
ownership of TV stations. The defini- 
tion of foreigner for this purpose was 
pons racial and was enacted by a 

egislature very many of whom are "for- 
eign" by nationality and expect to be ac- 
| corded national rights as Americans, 
Australians, Canadians and Britons. 

With neither fast talking, wheeler- 
dealing Bond, nor hypocritical, 
xenophobic Hongkong having much 
trust in each other, it probably makes 
sense for Bond to pull out. An offer ol 
HK$2.20-2.50 a share is on the cards. 
probably with an option of cash o1 
shares in the parent. Bond says he will 
keep his investments in Hongkong. But 
most expect a pull-out, starting with 
TVB. The Perth parent could earn a 
hefty profit by selling out of Hongkong 
now, and using the cash to reduce group 
debt and concentrate on helping it: 
troubled gold mining and Australian 
| media interests, aborbing the Bel 
group and building up its stake in Bri- 
tish food and brewing giant, Allied- 
Lyons. 

Bond has raised hopes of othei 
privatisations (among some of Hong 
kong's best-known property companie: 
and most prestigious families) where 
shares prices are 20-50% below NAV 
A couple of smaller privatisations are ir 
the works, including Nan Fung Textiles 
But for political as well as economic 
reasons, more of the big family name: 
are likely to prefer to be liquid. Mean 
while, whether tax benefits of a Hong 
kong entity come or go, Australasian: 
are not likely to be flocking to tap the 
Hongkong market. Nor Hongkong tc 
receive them. ü 
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BANKING 


India loosens the reins 


The central bank liberalises credit policy for commercial banks 


By Lincoln Kaye in Bombay 
ndia's commercial banks will have 
more freedom to extend loans, set 
their own lending rates, lend each other 


funds and form credit consortiums | 


under a liberal new credit policy an- 
nounced by the Reserve Bank of India 
(RBI) on 10 October. The policy will 
also allow borrowers to choose where to 
take their credit business. 

The RBI sets key rates and ratios for 
the banks twice a year — during the pre- 
monsoon slack season and the post- 
monsoon busy season. This year, said 
RBI governor R. N. Malhotra, bank 
liquidity was stronger than expected be- 





cause food credit had been reduced as 
grain stocks were run down during the 
the 1986-87 drought. 

At the same time, the projected eco- 
nomic upturn resulting from this year's 
good monsoon should make for an in- 
crease in credit demand from the ag- 
ricultural, industrial and export sectors. 
To help meet this challenge, the RBI 
has authorised banks to: 

» Make loans before seeking central 
bank approval. This used to be re- 
quired for all loans over Rs 20 mil- 
lion (US$1.38 million). Now, cre- 
dits over Rs 50 million will be sub- 


ject to after-the-fact RBI scrutiny 
» Compete for lending business by fix. 
ing interest rates according to a cus 
tomer's credit-worthiness, subject to € 
floor rate of 16%. 
» Lend money to one another, eithe: 
on a portfolio risk-sharing basis (three 
to-six months with an interest floor o 
1496) or as an interbank loan (up to 9( 
days, with an interest ceiling of 12.5%). 
» Extend housing loans for longe 
periods at reduced margins. 
» Include as many as 10 banks in i 
lending consortium. Previously no mor 
than five were allowed to participate ii 
loans of more than Rs 500 million. 
Credit customers will be able to shoj 
for the best rates and service now tha 
they no longer need to get a no-objec 
tion certificate before changing banks 
However, big borrowers who want t 
switch banks will have to shift their en 
tire portfolio. 
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Growth hopes hit by peso fall 


p'ilippine businessmen continue to 
be optimistic about economic pros- 
pects but a recent increase in interest 
rates and a deterioration in the peso-ex- 
change rate is threatening to offset ear- 
lier gains in investment flows. The gov- 
ernment itself is still facing financing 
problems as tax revenues sag below the 
level needed to sustain a growth rate of 
6.4% this year. 

Initial estimates suggest the econ- 
omy grew by 6.8% in the first half of this 
year, bolstered by a substantial rise in 
fixed-capital expenditure by the govern- 
ment and private sector. Policymakers 
believe this represents a shift to invest- 
ment-led growth after two years of con- 
sumption-induced recovery. 

Business optimism has been en- 
hanced by a growing sense of political 
stability despite claims from the opposi- 
tion about alleged corruption and in- 
competence in government. Elections 
for the barangay (village, the smal- 
lest political unit in the Philip- 
pines), which have been reset for 
early next year, may yet disturb 
the relative calm, however. Re- 
cents polls have sparked sporadic 
episodes of violence which are 
thought to have discouraged in- 
vestors. 

Corporate revenue and earn- 
ings in the first half of this year 
maintained the upward trend es- 
tablished over the past two years. 
A growing number of manufactur- 
ing industries are expanding capa- 
city, according to a survey by the 
Makati Business Club. The survey 
said businessmen expected “more 
of the same in the second half.” 

By the end of August, the 





number of new businesses set up this 
year had reached 8,464, up 15.5% from 
the same eight-month period of last 
year. Their total paid-up capital was 
27.74 billion (US$362.6 million), up 
60.2% from the year before. There 
were also fewer corporate failures: 85 
by the end of August, compared with 
124 in the same period last year. 

Sales continue to grow briskly. In the 
January-July period, the combined 
sales of 900 companies in 21 key indus- 
tries were 24% higher than the levels of 
a year before, according to a govern- 
ment survey. The biggest increases were 
recorded by producers of cars, con- 
sumer durables, chemicals, construc- 
tion materials, and food products. 

On the labour front, the number of 
strikes fell by 48.6% to 352 in the Janu- 
ary-July period. They involved 52,613 
workers, down 28% on the same period 
last year, and resulted in the loss of 
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874,000 man-days, again down 28%. 
On the external side, the country had 
an oyerall balance-of-payments surplus 
of US$89 million at end-July, up 37% 
from the year before. But the current 
account was in deficit to the tune of 
US$336 million, an increase of 19.3% 
on a year earlier, due to shortfalls in 
both merchandise and non-merchan- 
dise accounts. Imports exceeded ex- 
orts by US$621 million, against 
S$565 million last year. 

The growing demand for imports, 
which increased by 22.6% to US$4.49 
billion in the first seven months, is ex- 
pected to continue as industries stock up 
in preparation for the year-end surge in 
sales. This has put pressure on the ex- 
change rate. 

By 8 October, the peso’s rate against 
the US dollar was at a record low of 
P21.34:US$1, a fall of 2.6% since the 
beginning of the year. The central bank 
had actively intervened in local foreign- 
exchange trading in late September but 
its support was effectively crippled by its 
low level of reserves, estimated at 
less than three months worth of 
imports. Bankers see an exchange 
rate of P21.40:US$1 by the end of 
the year. 

The fall in the value of the cur- 
rency combined with increased 
domestic interest rates (some 
banks now quote a prime rate of 
18-19% ) could hold back indus- 
trial expansion. 

The government is banking on 
the private sector to support eco- 
nomic expansion this year, given 
that its own growing deficit has 
curtailed pump-priming expendi- 
ture. There are strong doubts 
about whether the economy will 
grow by the targeted 6.4% rate this 
year. — Jose Galang 
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a 7 
Company Period leben Turnover % change |. Dividend Comment 
NZI Corp. Q30 June | NZ$23.1m NZ$724m New Zealand insurer is 51% owned by General Accident 

(US$14.3m) (US$446.9m) Fire & Life Assurance Corp. plc. 

Honda Q30 June | Y 26b -8.5 ¥862.4b —15.8 n.a. Comparisons are with four months to 30 June 1987 
Group (US$195m) (US$6.5b) (n.a.) because of Honda's change in accounting year. 
Hongkong& | H30June | HK$224.8m +30.3 | HK$781.3m +19 17HK¢ | Town-gas distributor raised earnings per share from 38 
China Gas (US$28.2m) (US$100.2m) (15HK¢) | HK cents to 50 HK cents. 
Hutchison H30 June | HK$921m +7.6 HK$5.9b +4.4 13HK¢ | Diversified Hongkong group had an extraordinary income 
Whampoa (US$118.1m) (US$756.4m) (10.6 HKc)' | of HK$603m from the sale of old docks. 
Mandarin H30June | HK$145.6m +30 HK$429.8m +26 8HK¢  |Hongkong-based hotel group reported substantial 
Oriental (US$18.7m) (US$55.1m) (n.a.)** | increases in operating profits of group hotels. 
Chosun H30 June | Won 162.7b +19 Won 1.03b +70.3 n.a. Brisk sales of premium beer Carlsburg helped South 
Brewery (US$225.9m) (US$1.4m) (n.a.) Korean brewer boost sales and net income. 
Pohang H30 June | Won 1.8t +36.5 Won 66.4b +104.6 n.a. Increased steel prices and foreign-exchange earnings 
Steel " ^| (US$2.5b) (US$92.2m) (n.a.) pushed up sales and profit growth. 





H = half-year ended. Q = quarter ended. 
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*Adjusted for rights issue in Nov. '87. 























**Company not listed until June '87. 
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INTEREST RATES (%) 
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South Korea won 714.80 
SriLanka rupee 32.971 £ i Philippines 9.9375 a 13.50. j 14.00 14.00 
Switzerland franc 1.575 i ^ i 
Taiwan NT dollar 28.94 . 2 Singapore 6.13 5.125 |i §.25 5.3125 
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rate rate countries 

Bangladesh 29.0 | $e em us | 10.00 7.994 8.25 — | 85625 | 8.5625 

Brunei 2.038 2.038 USS - Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATEST 


Burma 20.80 6.55 
Macau 8.05 8.05 HKS=Rmb 0.476 ER 1 month 3months & months 12months 


Nepal 26.50 24.06 Soviet Union 
PapuaN. G. i 0.892 E 0.88 USS- Rouble 0.6318 US$ 8.25 8.50 8.50 8.75 


Other: SDR1--US$1.29624, ECU1- USS1.1146, Laos £ Sterling Moe Hiero. pr. dies 118625 
S$1 = MS1.3225 £1—HK$13.3816, US$ = New Kip 430.00 yen 4.5625 435 

S months forward: Japan ¥ 131.5625, Viet Swiss Fr. , 3.8125 

Hongkong HKS7.8067, Singapore S$1.964, ieman 
fMiddlerate “Selling rate US$ = Dong 368.00 





5.20 
































5.00 
13.00 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- f 10.25 

tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. *longterm — **shortterm — tofferedrate 











COMMODITIES 


Last sale to 10 Oct. 
pran ee ee 


Previous Year n 10 Oct. 
ago E 











‘| London , $ -| USS: 


462.00 Domestic 3-5 yearst 
. New York ) 1 7-16 yearst 
Current delivery (Dec.) E i ; 86.00 =| Internationa! — 3-5yearst 


Jan. delivery R 
Aluminium London 7-30 yearst 


Current delivery (Oct.) 1,315.00 .262. 149500 | | Yen: 

Dec. delivery 1,275.00 5:3 Domestic 3years! | 
Tin Kuala Lumpur 19.31 : 17.45 zd füyearst | 
Cotton New York =q International — 3-5yearst 

Current delivery (Dec.) 52.46 : 71.95 j 7-10yearst 

Mar. delivery 52.70 Dm: 

Rubber Kuala Lumpur =| Domestic 3-5 years 

Current delivery (Nov.) 287.00 T x 268.50 d 10 years" 

Jan. delivery 288.00 =j International — 3-5years! 

Paim Oil ` KualaLumpur {5} > 7-10years! | 

Current delivery (Oct.) 990.00 767.00 Do AS: i 

Dec. delivery 1,004.00 Domestic 3yearst | na 
Sugar i New York (4) 10 years t n.a, 

arent delivery (Jan.) 3 . 6.98 international — 3-5years! | 13.09 

lar. delivery ; . 7-10yearst 12.51 
Pepper Singapore — (10) CS: 

Sarawak Asta bik 100% a. na. 1,077.50: D h à 3 E 
Wheat Chicago 6 omestic a years ; 9.99 

Current delivery (Dec. 434.40 414.60 303.00 . years) 934 

Mar. delivery 439.20 s international — 3-5years! | 9.98 
Maize Chicago (7j 7-10years! | 10.05 

Current delivery (Dec) 294.20 285.60 . 183320 | |E | 

Mar. delivery 301.00 4j Domestic Syearst | n.a. 
Rice Bangkok e iüyears t n.a. 

5% white fob 305.00 305.00 310.00 280.00 <4 International! — 3-5yearst | 10:28 
Soyabeans Chicago 6) 7-i0years! | 10.00 

Current delivery (Nov.) 790.60 813.00 924.00 540.20 -—] NZ$: i 

Jan. delivery 801.00 Domestic 3-5 years t 13.38 
Cocoa i London [en 7-1Oyearst | 12.82 

Current delivery (Dec.) 806.50 722.50 989.50 1,183.00 International 3years* |. 13.64 

Mar. delivery 802.50 

7-10 years! 12.87 
Coffee London 0) | srr: 

Current delivery (Nov.) 1,160.00 1,222.50 1,095.00 1,373.00 | 3:5 vedrsi-] 

Jan. delivery 1.152.50 : s years 4.45 
Petroleum Tokyo (1 : “Wyearst | 4.62 


Sumatran light 12.10 12.60 15.40 18.15 ECU: 
Brent | London a) 12.20 11.35 1445 18.65 3-5years! 7.28 





* 




















Em 7-10 years? 7.64 
(j£atonne (2)MSakg  (3)USS$anoz  (4jUScalb (5)M$atonne  (6)USc a 601b bushel ts 
i?uSca56Ilbbushel (8)US$atonne (9)Mcakg (1058$a100kg (11)USSabarre! Source: Telerate, Reuter. *AAA corporate | Government 
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EFFECTIVE EXCHANGE RATES 
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Source: UBS-Phillips & Drew. 









































AUSTRALIA HONGKONG INDIA INDONESIA 
Economic Growth % (real) (1) 
1987 4.6 9.4 13.5 4.10 3.6 4.2 
1988 1-3 7-7.5 5-7 1.50 3-4 3.5-4.5 
International Reserves (5) 
Latest US$12.80b US$19.06b n.a. US$6.20b USS5.30b USS88.08b 
" (July) (June) (Apr.) (June) (July) 
Year earlier US$9.35b US$13.55b n.a. USS$6.50b US$4.15b USS69.53b 
Trade Balance (total merchandise) 
Latest 3 months USS0.73b -US$0.63b —USSO0.09b - US$0.95b * USS3.24b +US$18.05b(6) 
= (June-Aug.) (Jan.-Mar.) (June-Aug.) (Jan.-Mar.) (Mar.-May) (June-Aug.) 
Previous 3 months +US$0.08b -US$1.24b —USS1.13b -US$1.57b +US$2.62b * USS19.25b 
Year earlier - USS0.18b -US$0.52b * USSO.46b -US$1.51b +US$1.76b +USS$18.75b 
Exports (7) 
Latest 3 months USS8.15b USS$8.92b USS16.76b USS$3.39b USS4.64b USS65.94b(6) 
% change previous 3 months 5.4 33.4 +20.94 +17.8 29 40.5 
% change year earlier +4.5 +22.4 +29.47 +28.7 +18.2 +17.2 
Imports (8) 
Latest 3 months US$8.88b US$9.55b USS16.85b US$4.34b US$1.40b USS47.88b(6) 
* change previous 3 months *4.1 34.8 +12.43 -2.5 35.2 *3.3 
% change year earlier +11.0 +14.8 +34.98 -4.8 35.4 +276 
Consumer Prices 
Base July 80-June 81=100 | Sept.-Dec.1986- 100 |Oct. 84-Sept. 85=100(2) 1960- 100 Apr. 77-Mar. 78= 100 1985=100 
Latest 3 months index average 179.0 107.96 118.0 772.0 310.47 101.1 
(Apr.-June) (Sept.-Dec.) (June-Aug.) (Apr.-June) (May-July) (June-Aug.) 
% change previous 3 months +3.0 0.1 +24 +2.5 +21 unchanged 
% change year earlier +11.8 +2.0 *7.5 +11.4 +8.6 +0.5 
Money Supply (3) 
Latest A$132.5b Rmb 823.31b HKS$322.02b Rs 1.72t(10) Rps 34.97t ¥395.76t 
š (July) (Mar.) (Aug.) (July) (Feb.) (July) 
% change previous month +1.3 +2.6(11) —0.4 +18 +21 +1.0 
% change year earlier +12.8 +29.4 +16.6 +17.5 +25.4 +1.41 
MALAYSIA PHILIPPINES SINGAPORE SOUTH KOREA TAIWAN THAILAND 
Economic Growth % (real) (1) 
1987 4.2 5.05 8.8 12.0 11 6.6 
1988 6-8 5.5-6.5 8-10 10-11.5 6-8 7-9 
International Reserves (5) 
Latest US$6.22b USSO0.48b USS15.87b USS9.56b USS70.33b US$4.97b 
(June) (July) (May) (July) (June) (July) 
Year earlier US$7.09b US$1.46b USS13.70b US$3.29b US$60.72b US$3.83b 
Trade Balance (total merchandise) 
Latest 3 months +US$0.61b(4) USS$0.29b —USS1.21b +US$1.79b(6) +US$3.60b USS0.67b 
(Jan.-Mar.) (May-July) (May-July) (June-Aug.) (June-Aug.) (Apr.-June) 
Previous 3 months +US$0.80b -USS0.21b —USS0.89b +US$1.48b +US$1.67b - USS0.70b 
Year earlier +US$0.50b US$0.25b —US$1.11b +US$1.29b +US$5.34b US$0.36b 
Exports (7) 
Latest 3 months US$4.08b(4) US$1.79b USS9.79b US$15.44b(6) US$16.19b US$3.61b 
% change previous 3 months 1.0 +12.6 +13.5 +9.4 +9.9 +5.3 
% change year earlier +34.9 -22.6 +36.4 +29.3 +12.7 +28.9 
Imports (8) 
Latest 3 months USS$3.47b(4) US$2.08b USS11.0b US$13.65b(6) US$12.59b US$4.29b 
% change previous 3 months +3.2 +15.6 +15.9 +8.0 -3.7 +3.8 
% change year earlier +36.8 +21.6 +32.2 +28.1 +39.4 +35.7 
Consumer Prices 
Base 1980=100 1978=100 June 82-May 83=100 1985 - 100 1986-— 100 1976-100 
Latest3 months index average 128.6 403.0 104.4 113.5 102.04 209.5 
(Feb.-Apr.) (June-Aug.) (May-July) (May-July) (June-Aug.) (Apr.-June) 
% change previous 3 months -0.1 «2.0 +0.4 +1.4 +1.9 *1.1 
% change year earlier +44 +8.7 +1.6 +7.2 +1.4 +4.0 
Money Supply (3) 
Latest M$55.67b P163.44b S$37.53b Won 42.74t NT$4.58t Baht 847.7b 
(May) (May) (June) (July) (July) (May) 
% change previous month -0.3 T i +0.01 +1.6 *1.5 -1.1 
% change year earlier «2.5 d +23.2 | +11.6 +18.3 +24.2 +19.6 
(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official statistics. 
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Investor interest lukewarm 


THE surge on Wall Street pushed up the Hongkong market for the period ending 10 Oct., but trading on 
other Asians bourses was mixed, influenced mainly by domestic factors. 


TOKYO: Shares fell on increasing con- 
cern about the failing health of Em- 


peror Hirohito. The prospect of the in 


sale of shares in Nippon Telegraph and 
Telephone on 20 Oct. was a further 


dampener. Toshiba dropped ¥40 (30 | 


US cents) to Y1,050 and Mitsubishi 
Heavy Industries fell Y 18to Y975. Av- 


erage daily turnover was 796m shares. igi 


worth Y837b. 


HONGKONG: After several weeks of | 445 


decline, the market rallied largely on |. | 


the strength of Wall Street news. Daily 


traded volume exceeded HKS$Ib z 0 


(US$128.2m) for the first time in three 
months on 10 Oct. Property counters 


performed well, with New World De- A 
velopment gaining HK$1.10 to |t 


HK$11.70 and Sun Hung Kai HK$1 to 
HK$11.50. 


SINGAPORE: After steady price falls | ag. — 


for the first half of the period, the mar- 


ket took a turn for the better around | ^ 


the weekend. Foreign money was seen 


coming into the banking and property | ax 
sectors. OCBC finished 30 S cents (15 | 
US cents) up at 5$7.75 and Singapore |^. 
Land gained 5 S cents to S$7.20. Vol- |. 2€ 


ume averaged 16.4m shares a day, 
worth S$31m. 


KUALA LUMPUR: Prices perked up 
towards the end of the period as bar- 
gain-hunters swooped in on cheap blue 
chips and some second-liners. Malay- 


sia Airlines put on 20 M cents (7 US | "i 


cents) to M$6.35 and Sime Darby 
closed 10 M cents higher at M$4.02. 


Volume was healthier, too, witha daily | 2 


average of 8.7m shares traded, worth 
M$16.4m. 


BANGKOK: The SET remained stable Fo 


for another week against predictions 
that the market would slump again. 
The SET index closed at 446.80, up 
1.77 for the period. The foreign board 


was active. Thai President Food moved |— - 


-up Baht 26 (US$1.02) to Baht 106, fol- 
lowed by Thai Insurance. up Baht 124 


to Baht 743. Siam Tyre led losers, off m 


Baht 50 to Baht 395 on thin trading. 


MANILA: Mining shares boosted by a 
- rise in copper prices led a strong rally 
on 10 Oct. Atlas B rose 14.876 to close 
at P2325 (US$1.09), Lepanto im- 
proved 12.576 to P0.45 and Philex B 
advanced 10.3% to P0.32. Oils were 
also active. The Manila Composite 
Index closed with a 16.32-point gain at 
+> 716.88. Average daily turnover was 
696.07b, worth P47.52m. 















































AUSTRALIA: The market continued [7 


sluggish, though stronger world gold 
prices and gains on Wall Street led to a 


late surge in prices. But trading was |170 


thin. Volume was the lowest since 
spring. as 3742m shares worth 
A$780m (US$625m) changed hands. 
Renison Consolidated Gold gained 20 


A cents to A$6.60 while Elders IXL = 


firmed at A$3.41. 


NEW ZEALAND: Trading picked up 
though share prices moved little. Acti- 
vity focused on Feltrax, subject of a 
NZ$3.20 (US$1.98) per share cash and 
scrip takeover by Australia’s BTR 
Nylex. Feltrax gained 42 NZ cents to 
NZ33.17, Brierley was up 2 NZ cents 


to NZ$1.33 and FCL lost 4NZ cents to | 19 
NZ$4.75. Volume traded was 58.27m | a 


shares, worth NZ$94.49m. 


SEOUL: Even news that South Ko- | qs 
rean companies can now trade with | | 


North Korea could not keep the mar- 
ket from closing lower on light volume. 
But construction shares rose on 
rumours of South Korean participation 
in Siberian projects, led by Lucky De- 


velopment, up 9.8% , and Hyundai En- | sm 


gineeering and Construction, up 8.276. 


Textiles counters fell 2.595. 


TAIPEI: The index plunged 922 points 
piung P 





























as pessimism prevailed after the an- |... |cose 708 


nouncement of a new tax on stock pro- 


fits on 24 Sept. The market remained | 8 
highly illiquid, with scant buying in- fẹ 
terest. Turnover was slim, averag- |) 


ing only NT$9.64b (US$333m). Most 
stocks, apart from the banks which 
were lightly traded, hit their 3% daily 
lower limits. 


BOMBAY: The market continued to 


rise vigorously as investors shifted their | 
attention to lesser-known scrip, de- | 


spite some late profit-taking among 
forward-traded shares. The BSE Index 
jumped 28.22 points to 704.80 in brisk 
trading. Milkfood gained Rs 55 
(US$3.79) to Rs 280 and Century 
Textiles rose from Rs 1,085 to 
Rs 1,220. 


NEW YORK: Despite the Dow Jones | 5, 


Industrial Average reaching a post- 
1987 crash high of 2,158.96, turnover 


failed to track prices. Analysts say the | 2500 
volume levels are the worst since the | ay 


1973-74 stockmarket slump. though on 
the week shares traded were up margi- 


nally to 827.51m. The Morgan Stanley | 


Capital International index edged up 
2.4 points to 448.6. 
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Republic National Bank, 
ivate banking is a matter 
getting there safely. 


> greater your financial 

cess, the more serious the 
ications of downside risk. 
the rewards won’t go away. 
portunities will always exist. 
rivate banking, Republic 
ional Bank remains com- 
ted to protecting customers' 
‘ts. 


Propera REPUBLIC 
tives are within reach. NATIONAL BANK 
Because when safety is ensured, OF NEW YORK 

so is your reward. ) SA 


Republic National Bank 
of New York. A matter of trust. 





A SAFRA BANK 


HEAD OFFICE: 2, PLACE DU LAC - 1204 GENEVA - TEL. (022) 28 18 10 - FOREX: (022) 290502 - BRANCH: 1, VIA CANOVA : 6900 LUGANO - TEL. (091) 238532 
IN THE FAR EAST, CONTACT: R.N.B. SINGAPORE -TEL. (65) 2240355 - R.N.B. HONG KONG - TEL. (852 -5) 266941 


NEW YORK - MIAMI - LOS ANGELES - BEVERLY HILLS - CORPUS CHRISTI - MONTREAL - LONDON : PARIS : MONTE CARLO : LUXEMBOURG : MILAN - GIBRALTAR 
JUERNSEY - TOKYO : NASSAU : CAYMAN ISLANDS - BUENOS AIRES : SANTIAGO - MONTEVIDEO : CARACAS - MEXICO CITY - PUNTA DEL ESTE - RIO DE JANEIRO : SAO PAULO 





You're a businessman and in a 
hurry. 


That's where the Regal Airport 
Hotel gives you a big edge. You 
won't waste time getting to or 
from flights. Room check-in is just 
a three-minute air-conditioned 
walk away. 


If your time is precious, stay at 


the Regal Airport Hotel! 


As the gateway to your next 
destination we will make sure that 
you get there — on time. 


REGAL AIRPORT HOTEL 


HONG KONG 


A REGAL 





CNT SEN AT LON AL. HOTEL 


For reservations, call your travel agent, Utell International, any major airline or the hotel direct. 
Hong Kong International Airport, Tel: (852) 3-7180333, Tlx: 40950 HOMRA HX, Fax: (852) 3-7992503, 
SITA: HKGRHHL or HKGUFCX. Member of SITA/SAHARA Reservation System. 














“Look after this 
planet, it’s the only 
one we have? 


A personal message 
from HRH The Duke of Edinburgh, 
WWF International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part ofit we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature — and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 


WWF International, CH-1196 
Gland, Switzerland. 





WWE 
World Wide Fund For Nature 

















That's right ... you can win millions by picking your own numbers 

Government Lottery. In fact, last ye 

free of Canadian taxes. There ar 

5$1,000,000.00 with many millions more in secondary prizes. Grand 

been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
. find out because now you can play the lottery that's making so many millionaires in Canada. 


WHAT IS LOTTO 6/49? 


otto 6/49 is the official Canadian version of 
,otto—the world's most popular form of lottery. 
it’s the lottery in which you pick your own 
#umbers and it's called “6/49” because you 
select any 8 of 49 possible numbers from 1 to 
#9. Your numbers are entered in the Lotto 6/49 
*omputer system and if they match the six 
vinning numbers chosen in the draw—you win 
^e grand prize. Or if you have only 3, 4 or 5 
sumbers correct you win one of thousands of 
iecondary prizes available. 


HOW CANI PLAY? 


omplete the attached order form and send it 
@ Canadian Overseas Marketing along with 
^ie necessary payment. Your numbers will 
iutomatically be entered for the specified 
sngth of time. You may select from 1 to 6 
james for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 


Mark six numbers on each game board 
you wish to play. 





CK YOUR PLAN — Check only one box below next to the 
ition of your choice. ALL PRICES IN U.S. FUNDS 


*REE BONUS > 





10 WEEKS 26 WEEKS 52 WEEKS 

{20 Draws) (52 Draws} (104 Draws) 
Game (2$ 45. $112. D$ 225. 
Games /1$ 90. (1$225. O$ 450. 
Games [3$135. (1$337. C $ 675. 
Games (1$180. (3$450. O $ 900. 
Games (1$225. (1$562. C $1125. 
Games (01$270. (1$675. O $1350. 
GD ONLY. WHERE LEGAL YF-21 


it available to residents of Singapore 








gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DO I KNOW WHEN I WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 





playing Lotto 6/49— 
ar Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. A | 
e two draws each week for a grand prize guaranteed to be not less than 
prizes often run into the millions and have 







Canada's most popular 
s all 









PRIZE BREAKDOWN (Actual Sample of One Draw) 


PRIZES 


1ST PRIZE 
§ OUT OF 6 REG. NUMBERS 


2ND PRIZE 10 
5 OUT OF 6 PLUS BONUS 


3RD PRIZE 
50UTOF6 

4TH PRIZE 
4 QUT OFS 

5TH PRIZE 
3 OUT OFS 

TOTAL PRIZES 
1,014,756 

* Ali prizes quoted in Canadian dollars. 


ist, 2nd, 3rd, and 4th prizes are calculated on a percentage of 
the total prize pool. Since the prize pool fluctuates from draw 
to draw, the size of the prizes will vary from the size of the 
prizes shown above. 









PRIZES — PRIZE VALUE 















*$2,704,70 








$139.30 
















Canadian Overseas Marketing 
PO. Box 48120, Suite 1703-595 Burrard St., 
Vancouver, B.C. Canada V7X 184 
Telex: 04-507822 


























































































































U. x Funds) payable to: Canadian Overseas Marketing 





and Mail to: PO. Box 48120, Suite 1703-595 Burrard St., Vancouver, B.C., Canada V7X 1S4 


NAME 
ADDRESS/PO. BOX 











TELEPHONE 
AND AREA CODE 














CITY COUNTRY 
A -— —— EXPIRY 
Lj Cheque (1 Bank Draft © Anm. COL WISA | DATE 
CREDIT CARD NUMBER (lo = 
SIGNATURE 
































Power radiates from knowlec 
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ooccupy envied positions within Asia's inner circles have at their command areservoir SP aslo bean 
intivalled knowledge. Through it they are able to see what those around them do not. HR I ES 
'ecognise the importance of this knowledge is to understand the significance of the Far Eastern 
Yomic Review. The Review provides indispensable insight and never sacrifices quali 
j ease of reading. or political palatability. To control the events around you, you need a 

nowledge. People who read the Review know 


' CLASSIFIE 

















PROPERTY 














5-year-old modern office building, convenient to 
New York and Boston, in fast-growing Providence, 
Rhode Island. Building contains 140,000 sq ft of 
Deluxe office space; street-level restaurant; and 
large underground garage. 


Call Mr. WAYNE RIVARD, 
401-751-1480, Rivard Co., 
One Old Stone Square, 
Providence, RI 02903; or 


Fax Mr. JOHN CONLEY, 
401-521-7511. Net to Seller US$31.5-Million firm. 
Prepared to close prior to year-end. 


HAMPTONS 
COMING TO LONDON? 


We are one of London's leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 

6 Arlington Street, London SWIA 1RB 


01-493 8222 


Telex: 25341 Fax: 01-491 3541 















po 


Classify Your Property. 


For every seller there's a buyer — 
who knows the market. And what to look for. 
Reach this elusive audience in the 
Far Eastern Economic Review Classifieds. 
Phone Karen Cole Tel: 5-293123. 
Telex 82804 REVMD HX. 


T FarEasternEconomic 


Command an Elusive Audience 











NEW YORK INVESTMENT 








Rare Commercial Townhouse 


Wide five-Story Building. Finest Manhattan Locatior 
between 5th and Madison Avenues. Zoned Commercial o 
Commercial/Residential. US$5-Million. 
For information: 
Marie O’Connor (212) 877-1894 (Residence} 
Dorothy Langan (212) 534-3886 (Residence) 
CROSS & BROWN RESIDENTIALS, INC. 
(212) 472-9300 Telephone 


— |HIRST PACIFIC DAVIES 


(212) 879-9272 FAX 


Move S ondon Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell. let. 
manage and arrange finance for your UK house or fla. From £125.000 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


| Zid fiver wo Exchange Square, Bong King. 
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OVERSEAS POSITIONS THE 

abie now. Tax foe incomes. Many atra DIPLOMAT HOTI 
tons sited vades, professionals, man- 2 CHESHAM STREI 
a personnel etc. BELG RAVIA 
Overseas Employment Services, Dept LONDON swi x 8 C 


FE, PO Box 460, Town of Mount Royal. 





TEL: 01-235 1544 










Quebec. Canada H3P 3C7. 
TELEX: 9226679 DIPLM* 
Single: £49.95 + VAT 

Double/Twin: £64.95 + VAT 
All rooms with private facilities, 
our television, direct dial teleph 
hairdryers, coffee and tea mal 
Substantial breakfast serve: 
bedrooms. 
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The combined efforts of the Far East- 
ern. Economic Review's large and 
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it the premier source of information for 
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terest. in ar with Asia. 
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As a testimony to the publication's are 
editorial quality. many Review articles 
have. over the years, been reprinted in recommende 
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textbooks, newsletters ete throüghout 
the world. 
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"Imagine buying in 
Miami or Honolulu at. 
half the price and twice 


the potential" 











Telephone or post this coupon now for details 
of the seminar in your city. 


KUALA LUMPUR 

(Seminars 31st October or 1st November) 
Mr. Dato' Abdul Rahim Rahman, 

Rahim & Co, 

Chartered Surveyors Sdn. Bhd. 

P.O. Box 11215, 50738. KUALA LUMPUR. 
Tel: 03-2919922 


SINGAPORE 

(Seminars 4th or 5th November) 

Mr. Vincent Wee, 

Dominion Auctioneers Appraisers and 
Agents (S) Pte. Ltd., 

60 Cecil Street #3-01/05, SINGAPORE. 0104. 
Tel: (65) 2218888 


HONG KONG ISLAND OR KOWLOON 
(Seminars 7th or 8th November) 

Mr. Eric Chin 

Dominion Surveyors Ltd 

Room 1109 Tsimshatsui Centre 

66 Mody Road, Tsimshatsui East, KOWLOON. 
Tel: 3-7390888 














Resort Property 
Investmen 
Seminar 


Australia's 
Gold Coast 


The Gold Coast, Australia's leading 
tourist resort area, is just starting to 
become an international resort, but 
at property prices that are relatively 
low compared to other international 
resorts around the world. 


Its the same ground floor 
opportunity you could have had in 
America’s great international resorts 
some years ago. 


Max Christmas Pty Ltd, the leading 
Gold Coast real estate company, is 
conducting a special seminar on the 
property investment opportunities. 
You will hear expert Australian 
speakers on: 


@ Overseas Investment regulations 
- how you can simply comply and 
other legal details for overseas 
investors. 


G Accounting procedures for 
overseas investors and structuring 
your investment for maximum 
return. 

@ Financing your investments easily. 
@ Four investment opportunities 
open now. Four projects currently 
underway, available to international 
investors. 





NAME: Attend the seminar at no obligation 
h or cost. Fill in this coupon or 
em telephone today, to register for the 
session which suits you. But hurry. 
Seating space is strictly limited! 
v, e "Ly. 
Y Max Christmas iš 
TBL: FAX: 
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[LETTER FROM TONGA 














A: foreign guests and local dignitaries 
assembled at the brand new Tonga 
National Centre for a session of the 19th 
South Pacific Forum, a passing Tongan 
noble, slightly the worse for drink, ob- 
jected loudly to being stopped at a road- 
block. He cursed the police, got out of 
his car and threw a punch. Two policeman 
retaliated but after he was subdued, the 
noble was allowed to drive off. Having 
tried to run over some officials at the 
gates to the centre, he careered down the 
road, crashed into a mangrove swamp 
and staggered away on foot. Later, po- 
lice said no charges would be preferred. 

It was a small incident but in some 
ways was an illustration of the strange 
dichotomy between Tonga's monarchi- 
cal, almost feudal, system and a breath 
— or a little more — of change being felt 
on the 150 Tongan islands. 

The setting was relevant. The forum 
was the most important regional meet- 
ing Tonga has ever held and was the 
subject of huge national pride, signal- 
ling an emergence on to the inter- 
national — stage symbolically 
Nuku'alofa's "Olympics." 

For à noble to make such an exhibi- 
tion of himself at such a time and place 
put into sharp focus the anachronistic 
immunity such people have from ordi- 
nary codes of conduct and how such a 
situation must change if Tonga is to be 


stock, by its egalitarian neighbours. 

For a policeman — clearly horribly 
torn between tradition and the strict or- 
ders he was under — to hit a noble was 
perhaps a far bigger symbolic establish- 
ment of equality before the law than it 
appeared in the heat of the moment. 

Other more significant challenges to 
the old order already have taken place 
Over the past two or three years with the 
emergence of a group of commoner pro- 
fessionals and church leaders prepared 
to speak out openly against the abuse of 
power, alleged massive corruption and 
lack of accountability of the SR 
ministers, and the impotence of the nine 
elected peoples' representatives in the 
28-seat national assembly. 

And 70-year-old King Taufa'ahau 
Tofou IV appears prepared to listen, 
though his response is slow and he re- 
jects democracy as unsuitable for his 
kingdom. “Majority rule is not always the 
answer, because solutions under major- 
ity rule could be unacceptable to large 
sections of the population," he told a 
group of journalists at a rare press con- 
ference during his birthday celebrations 
in July. And he pointed to neighbouring 
Fiji as an example of the chaos to which 
such an electoral system could lead. But 
an appointed commoner — rather than 
an elected assembly majority — is a 
close objective, he said. 

And it is not just the king who em- 
braces a gradual approach. Although 


seen as an equal, rather than a laughing | 








the people have welcomed the recent 
public debate on alleged high-level cor- 
ruption and maladministration, the 
criticism never reaches up to the royal 
family and there appears to be a very | 
ambivalent attitude towards develop- 
ment or changes of any nature. 

They support the government's strict 
regulations which prevent other races 
— at the moment Fijian Indians — from 
settling in Tonga and disturbing their ra- 
cial purity. And however poor, they 
seem to believe that they are part of a 
unique and unchanging society which 
does not need to be unduly interested or 
influenced by the outside world. 

At the centre of the new frankness is 
a small group of educated, non-nobles 
calling themselves Kele'a — literally a 
conch shell used for calling a meeting. 





The movement and its magazine of the 
same name was 









But undeterred, the group were b 
hind an ünsuccessful attempt to in 
peach Finance Minister Cecil Cocker i 
July over the alleged misappropriatic 
of something in the order of Tong 
Pa'anga 350,000 (US$276,500) paid o1 
to appointed members of parlaiment i 
1986 as "expenses" for attending mee 
ings to explain the introduction of a vei 
unpopular 596 sales tax. In the even 
the impreachment, as was inevitable 

murouavsmareoemw Oe was defeated t 





launched by teacher 
Akilisi Pohiva, who 
is typical of a strata 
of modern society 
which feels that 
in tradition-bound 
Tonga there is no 
space for them to 
develop or exert in- 
fluence. 

After workingfor 
the Ministry of Edu- 
cation for close to 20 
years, Pohiva was 
sacked for inviting 
guests to criticise 
the government on 
radio. He made him- 
self athorninthe es- 
tablishment's side 
and last year he and 
two like-minded col- 
leagues won seats in 
the assembly, show- 































| The King of Tonga: gradual approach. 


the assembly’s ay 
pointed — majorit 
but the publicatic 
of the writ was th 
most open revel 
tion of the aleg 
tions and has m 
sulted in wide 
spread interest an 
comment. 

But it would t 
an exaggeration 1 
suggest this ne 
openness, which le 
the king to dismi 
the speaker of tł 
national assemb 
for his alleged n 
volvement in a Í 
nancial scandal, ài 
about to bring dow 
a monarchy whic 
has flourished sinc 
the [5thcentury an 












ing the popularity 
that a certain amount of criticism arouses. 

And asa tribute to the fairness of gov- 
ernment and the courts — still headed by 
a British chief justice — Pohiva won a 


wrongful dismissal suite, was restored to | 


his job and awarded US$18,000 in dam- 
ages, while his magazine has never been 
closed or censored. 


Kore which is not yet a political 
party though this is a possibility — 
there are none in Tonga — does not aim 
to overthrow the monarchy. Its plat- 
form is accountability and it produces in 
its magazine hair-raising allegations of 
hundreds of thousands of Tongan pa'anga 
in treasury money being spread around 
as “expenses” of one kind or another to 
appointed ministers and noble MPs. 


The allegations are often of the sort | 


which are more “common knowledge” 
than hard fact, and the magazine recent- 
ly suffered a serious setback when it lost 
a libel case. 





only recently 
slowly after the 19th century introdu 
tion of Christianity — shed its claims 
divinity as well as temporal power. 

The changes which are coming to t 
Tongan, are due to social patter 
rather than as a right, allowing him to: 
little but tend a plantation at his o 
pace. The country basically had a su 
sistence economy, which relied 
copra and bananas for cash crops. w: 
little work ethic. Now land is scarce, a 
a greater number of Tongans are trav 
ling abroad for work. Their financial: 
mittances are proving a more and mc 
important element in the national ecc 
omy, producing the first signs of a cc 
sumer society which is creating dema 
for imported goods. 

More significantly, they return w 
outside ideas, though far from revolutic 
ary. Some of them are taking a more cr 
cal look at their home society, probat 
a more potent recipe for change th 
political rhetoric. — Michael M: 
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JUST ONE OF 
OUR PRODUCTS... 


Tornado — the world’s most power- 
ful, day or night, all-weather aircraft in 
service today. 

It keeps us in the front line. 

Just like Concorde supersonic 
airliner, Rapier low-level air defence 
system, 146 the world’s quietest jetliner, 
Giotto which intercepted Halley's 
Comet, and many others. 

British Aerospace today designs 
and builds more types of aircraft, 
defence and space systems and has 
more collaborative agreements with 
more countries than any other company 
in the world. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 


A Tornado F3 Air Defence Variant (ADV) equipped with British Aerospace Sky Flash Missiles of No. 5 Squadron RAF. British Aerospace, as a partner in the 90« 
aircraft Panavia Tornado programme, has developed ADV together with its missile systems as a long range interceptor. Tornado ADV and its sister Tornado IDS ha 
been chosen or are in service with the RAF, German Airforce, German Navy, Italian Airforce and in Oman, Saudi Arabia and Jordan. 
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SMOKED 
SALMON 
AND 
ETIQUETTE. 








Club World is a new style of 
intercontinental business class 
with a good old - fashioned 
ingredient — British etiquette. 


Exquisite food is accompanied by 
charming manners in exclusive 
surroundings. So you arrive ready 


to face any eventuality. 


CLUB 





BRITISH AIRWAYS 
The worlds favourite airline. P 








A NEW STANDARD FOR BUSINESS 
TRAVELLERS IN THE LAND 
OF THE RISING SUN. NAGOYA. 


Superior service unfolds in the heart of 
Nagoya. 

The exclusive Nagoya Hilton Inter- 
national opens its doors on March 1, 1989, 
in the centre of the city's business and 
entertainment district. 

With 437 exquisitely appointed rooms 
and suites as well as two Executive Floors 
to cater to your most discerning tastes. 

There's also an Executive Business 
Centre with outstanding business facilities 
as well as a complete Fitness Centre for a 
relaxing workout after a busy day. 

Focusing on you. Nagoya Hilton 
International. 


For reservations, call your travel 
agent, any Hilton International botel or 
Hilton Reservation Service. 





NAGOYA 


HILTON INTERNATIONAL 





LETTERS 


Harsh punishment 


Many Malaysians would like to thank 
the US State Department for criticising 
Prime Minister Datuk Seri Mahathir 
Mohamed for his undemocratic deeds 
[REVIEW, 6 Oct.], such as detention 
without trial of opposition leaders, and 
others with dissenting opinions, and the 
undermining of the independence of the 
judiciary. 

However, I hope this would not in- 
fluence the US administration’s deci- 
sion whether to withdraw the present 
GSP (general system of preferences) 
status of Malaysia. Withdrawal would 
punish the Malaysian people for the act 
of one person. 

Although the prime minister repre- 
sents the people of a country, the people 
deserve the government they elect. The 
recent by-election in Johor Baru shows 
that Mahathir no longer represents the 
majority of Malaysians. But it is only 
after a general election that the US ad- 
ministration should decide on the ques- 
tion of withdrawing the beneficial GSP 
status or any other punitive action af- 
fecting the well-being of the Malaysians. 
Perth Philip Ho 


Captive fishermen 


In the article Oops! Wrong map [29 
Sept.] it was reported that one of the 49 
Filipino fishermen died in captivity. 
This report is not correct. The deceased 
died while on bail pending the hearing 
of an appeal made by the prosecutor on 
the decision of the Session Court in 
Kota Kinabalu. The deceased and the 
other 48 fishermen were at the material 
time staying in a rented house and under 
the care of their own fishing company. 
Fauzi Omar 
First Secretary, 
Hongkong Malaysian Commission 








No room at the top 


Lee Kuan Yew's comment while refer- 
ring to Foreign Minister S. Dhanabalan 
that Singapore was not ready for an In- 
dian prime minister [REVIEW, 1 Sept.] 
has undoubtedly made many from the 
minority races feel that they cannot rise 
to high supervisory positions in Singa- 
pore society because they will not be ac- 
cepted by their Chinese subordinates. 

Many multinational companies who 
do not care about principles will take 
the cue from this and employ as far as 
possible only Chinese staff to avoid fric- 
tion and have greater peace and har- 
mony among the staff. To offset this as 
far as possible there must be some sort 
of tax incentive for companies to meet 
specified racial quotas in the various 
categories of employment when hiring 
people. 

The prime minister has only taken 
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The exhilaration of the Olympic challenge is shared bv the world. 
And Samsung's line-up of quality electronic products is ready to 
bring the excitement right to you, wherever vou are. 

At home-or in the stands, Samsung will see that you miss none 
of the action... or the exhilaration. 

Find. out about Samsung today, 

it’s ready to: welcome the Olympic challenge, now. 


Video: Audio: Computer 
Home Appliances Electronics 
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Many people who don't run large trading companies or big airlines 
wonder whether IBM really cares about small companies like theirs. 
The answer is a definite “yes”. 








aem oe MERER- 

The proof lies in the attention we pay to small IBM systems and the 
businesses that use them. With more than 6 million personal computers 
and 250,000 mid-range systems in all kinds of enterprises around the 

world, no one has more experience to share. And because no two companies 
have the same requirements, we bring our experience to bear on your 

problems in a variety of ways. There are IBM marketing representatives 
who specialise in small business, and local IBM customer centres where 
you can see solutions demonstrated. 

In addition, consider the people we carefully select and train to 
work with you: our dealers and remarketers. Companies that create 
individual solutions by adding their special knowledge to ours. 

You can be sure they understand the concerns of small business. 
After all, most of them run small businesses themselves. 


We'rein the results business 


THERE IS SOME PLACE 


LIKE HOME. 


hen you or your employees 
are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 

Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 

All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 
At half the cost of a hotel. 





























































ALL THE COMFORTS OF 
A RESORT HOTEL. 





You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

*Facilities may vary by location 
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WE'LL EVEN KEEP YOUR COMPTROLLER HAPPY. 






Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 
Oakwood Corporate Apartments. 
A place to call home for 30 days or more. 















2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 


Corporate Apartments 
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steps to ensure that other races than 
Chinese are in parliament by the 
Team MPs method and to ensure that 
the Indians and Malays in his People’s 
Action Party do not lose out by virtue 
of their being members of minority 
races. This is good only for the indi- 
vidual MPs from the minority races and 
will be of no help to the minority com- 
munity as such. This is because these 
MPs will be quite reluctant to speak up 
for the minority races as this may mean 
jeopardising their teams’ chances of get- 
ting elected in parliament by the 
Chinese majority. 

Having now recognised that racial 
prejudice plays a part in Singapore so- 
ciety, what is important is to ensure that 
the minority races are not discriminated 
against when seeking employment or as 
employees by the innate preference of 
the Chinese for their own race. 
Singapore ‘Minority-Race Singaporean’ 


Warts and all 


The article by Emily Lau Under a dark 
cloud [6 Oct.] focuses on the Hongkong 
legal profession’s warts. Perhaps you 
will allow me a little space to point out 
that behind that dark cloud there may 
by something of a silver lining. 

On the perennial problem of touting, 
the Hongkong Law Society has recom- 
mended that payment of commissions 
to law clerks and brokers be made a 
criminal offence. Discussions with the 
attorney-general are being held. 
Moreover, the Law Society in coopera- 
tion with the Independent Commission 
Against Corruption has devised a plan 
to make it much more difficult for 
touts to contact suspects held in de- 
tention. 

Also, a system will shortly be intro- 
duced under which persons charged at 
magistracies will be given a leaflet warn- 
ing them against the activities of touts 
and advising them of their right to insist 
on a detailed accounting of solicitors' 
fees. In addition, the society is seeking 
legislation to enable it to deal with com- 
plaints of shoddy work and to order sol- 
icitors to refund fees and rectify errors 
at their own expense. 

On conveyancing, the society is 
drafting rules to require separate rep- 
resentation in certain types of transac- 
tions. The new rules will come into op- 
eration shortly. 

Recently, the Law Society accepted 
the additional responsibility of provid- 
ing legal advice and assistance to Viet- 
namese refugees who wish to appeal 
Immigration Department decisions. 
Lawyers offer such assistance at a frac- 
tion of their normal fee. 

I do not for one moment suggest that 
the legal profession is perfect. Lawyers, 
like journalists and other professionals, 
have their share of problems. But we 
are trying to do something about them. 

Simon S. O. Ip 
Hongkong President, Hongkong Law Society 
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tion rate. Page 36. 
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Manila climbs down from its tough 
negotiating stance over the US mili- 
tary bases and settles for much less in 
compensation than it had originally 
demanded. 
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Malaysian Prime Minister Mahathir in- 
vites ex-Umno dissidents to join his 
new party for the sake of Malay unity. 


Page 16 
Pakistani parties make and break al- 
liances in the political confusion pre- 
vailing before November's general 
election. 














The US raises its covert aid to Prince 
Sihanouk's Cambodian resistance 
faction and in a policy shift allows 
some aid money to be used to buy 
arms as fears of Khmer Rouge ascen- 
dancy grow. 


Page 24 

Burma's army invites new parties to 
register for elections which have been 
put off until ‘early next year’ while it 
continues arrests and summary 
executions. 


Page 30 

Candidates for the Sri Lanka presi- 
dential election vie for the support of 
an underground Sinhalese group. 


Page 42 

Mongolia turns to family planning and 
sends workers to the Soviet Union as 
it wrestles with population growth. 


TA h je Chinese Communist Party is undergoing a crisis of | 
legitimacy following the leadership's virtual abandon- 

| ment of the goal of attaining communism within two or 
three generations. At the same time, the country is caught 
halfway between economic controls and openness, lead- 
|| ing to distortions in development. From Peking, the 
; REVIEW's bureau chief Robert Delfs studies the party's loss of 
confidence and respect, which some are even comparing 
to the last years of Nationalist rule in the 1940s. From Hong- 
kong, specialist writer Ellen Salem reports on the con- 
comitant rise of provincial economic ‘warlordism,’ as local 
power groups openly flout directives from Peking, and an alarming rise in ban- 
ditry, while China trade specialist Elizabeth Cheng looks at attempts to control 
Chinese bank lending which has fuelled a soaring and socially corrosive infla- 
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WHERE TO PUT YOUR MONEY looks at 
the long-term attractions of commod- 
ity funds, the rise and fall of gold, 
US property funds, Malaysia’s forgot- 
ten blue chips and Asia’s food 
Stocks. 
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Manila hopes to revive its stagnant 
mining industry with a comprehensive 
policy designed to replace the special 
deals of the Marcos era. 
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US beverage giant Pepsico's Punjab 
venture is likely to revive the interest 
of foreign consumer goods manufac- 
turers in investing in India. 
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Indonesia raises the guaranteed price 
of rice in a bid to boost farmers' in- 
comes and ensure the country's con- 
tinued rice self-sufficiency. 


Page 84 

Hongkong financier Y. S. Lo has built 
up one of the world's top hotel chains 
Since gaining control of the Lo fam- 
ily’s ailing hotel holdings four years 
ago. 
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| Japan and other East Asian manufac- 
| turers shift plants to Mexico in a bid to 
ensure continued access to US 
domestic markets. 
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Saha Union, Thailand’s textiles and 
footwear giant, unveils ambitious ex- 
pansion plans that will test the 
group’s conservative management. 


Page 96 
The Japanese Government is forced 
to sell the third tranche of shares in 
telecommunications giant NTT at 
a much lower price than earlier 
issues. 
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Singapore union sacks 
opposition politician 
Singapore’s largest union or- 
ganisation, the National 
Trades Union . Congress 
(NTUC), last month sacked 
opposition politician George 
Sita from his teaching job, 
union Officials said on 18 Oc- 
tober. No reason was given, 
but the NTUC, representing 70 
of Singapore’s 83 registered 
unions, told officials of af- 
filiated unions recently to sup- 
port the ruling People's Action 
Party (PAP) or resign, because 
of the "symbiotic ties" between 
the PAP and the NTUC. Sita 
was an unsuccessful candidate 
for the Singapore Democratic 
Party in September's elections. 
NTUC officials said they had 
asked two other opposition 
politicians, M. Ramasamy and 
Mohamad Shariff Yahya, to 
resign their jobs as union offi- 
cials. Both said they would re- 
fuse. — David Porter 


Khmer Rouge fail to 
attend Jakarta talks 
Indonesia's Cambodian peace 
effort, initiated at the July 
Jakarta informal meeting was 
dealt a blow when the Khmer 
Rouge failed to appear at fol- 
low-up low-level talks involv- 
ing officials from 17-19 Oc- 
tober. Indonesia said the 
Khmer Rouge — the com- 
munist faction in the tripartite 
Cambodian resistance coali- 
tion — begged off the meeting 
because of a shortage of dip- 
lomats and the need to con- 
tinue lobbying at the UN on the 
re-drafted Cambodian resolu- 
tion. But diplomats said their 
absence indicated displeasure 
at the way the July meeting 
linked the removal of the 
Khmer Rouge to the with- 
drawal of Vietnamese troops 
from Cambodia. 

— Michael Vatikiotis 


Soviets contribute to UN 
Afghan programme 

Moscow said on 13 October 
that it would donate US$600 
million in consumer goods, ma- 
terials and services to the UN 
programme to help re-build 
war-torn Afghanistan. Prince 
Sadruddin Aga Khan, coor- 
dinator of the UN's projected 
US$2 billion programme, set 
up after the April agreement 
on withdrawal of Soviet troops 
from the country, praised the 
E nen which brings to 
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US$795.5 million the amount 
of pledges to the program- 
me. However, sceptics ques- 
tioned the actual value of the 
Soviet contribution. 

— Ted Morello 


KMT official resigns 

over Soviet policy 

A clash of views on Taiwan’s 
Soviet policy within the ruling 
Kuomintang (KMT) led to the 
resignation or 17 October of 
Shen Chang-huan, President 
Lee Teng-hui’s chief of staff 
and a former foreign minister. 
Shen has opposed the opening 
of direct trade with Moscow, 








Shen: opposed to trade. 


and criticised the trip to the 
Soviet Union on 2 October by a 
60-member Taiwan business 
delegation negotiating a series 
of export deals. At the KMT's 
central standing committee 
meeting on 12 October, Shen 
criticised the lack of party con- 
sultation on the trade mission. 
There are reports which 
suggest that Shen's deputy. 
Chang Tsu-yi, may also resign. 

— Shim Jae Hoon 


Laos postpones polls 
because of drought 
Laos has postponed provincial 
elections from 23 October until 
20 November because of a se- 
vere drought in the central and 
southern provinces, the official 
KPL newsagency reported. 
Agriculture Ministry officials 
report that this year's harvest 
will be nearly 20% lower than 
last years output, causing a 
shortfall of 297,000 tonnes of 
paddy. Laos elected district- 
level representatives in June, 
marking the country's first 
elections since the communists 
seized power in 1975. 

— Murray Hiebert 


— m 





CORRECTION 


The 20 Oct. cover photograph 
was by Jose Reinares, not 
Maria Garcia-Farr. 








BUSINESS 


Goldstar to set up 

second European plant 
South Korean electronics giant 
Goldstar will invest US$15-18 
milion to build its second 
European consumer-elec- 
tronics plant. The plant, which 
is expected to begin making 
microwave ovens and colour 
TV sets next year, will be at 
Newcastle, in Britain. Goldstar 
opened a West German plant 
in 1987. Other South Korean 
groups with plants in Europe 
include Samsung and Daewoo. 
South Korean firms are in- 
creasing their direct invest- 
ments in preparation for 
Europe's unified market in 
1992. — Mark Clifford 


Vietnam and Australia 

sign satellite deal 
Australia's Overseas Telecom- 
munications Corp. (OTC) has 
signed a A15 million 
(US$12.2 million) contract 
with Vietnam to install satellite 
earth stations in Hanoi and Ho 
Chi Minh City. The earth sta- 
tions are expected to greatly 


improve communications for | 


Hanoi-based foreign com- 
panies, which now depend ona 
slow and often unreliable 
Soviet link via Moscow. OTC 
built an earth satellite in Ho 
Chi Minh City last year, result- 
ting in a 10-fold increase in 
telephone traffic with Austra- 
lia. — Murray Hiebert 


Lazard Bros buys into 
Indian merchant bank 
London-based merchant bank 
Lazard Brothers has bought a 
25% stake in Bombay-based 
Creditcapital for Rs 5 million 
(US$344,828). Creditcapital, 
which claims to be the “first in- 
dependent merchant bank in 
India,” was set up by Udayan 
Bose in 1985, and include the 
Birla Group, Enfield India, 
Thapar Group, Reliance and 
Oberoi Hotels among its co- 
promoters. Lazard said they 
were the first international 
merchant bank approved as a 
joint-venture partner with an 
Indian merchant bank. 

— Anthony Rowley 


NZ reopens bidding 

for state-owned airline 

The New Zealand Govern- 
ment may sell up to 100% of 
the national carrier Air New 
Zealand. Australia’s state- 
owned Qantas Airways was the 
preferred bidder in the original 


proposed sale of 25% of the 
airline. The government de- 
cided to reopen bidding after a 
local consortium led by DFC 
New Zealand and National 
Provident Fund put in a late bid 
for a majority stake. Reopened 
bidding will give British Air- 
ways, favoured by Air New 
Zealand’s management, a sec- 
ond chance. Another conten- 
der is the Japanese EIE Deve- 
lopment Corp. which has ex- 
tensive Pacific tourism in- 
terests. — Mark Beyer 


Local brokers dominate 
new exchange council 
Elections for the reconstituted 
governing body of the Hong- 
kong Stock Exchange on 17 
October saw all but one of 16 
seats going to local Chinese 
brokers; one reserved seat for 
corporate brokers was won by 
Alan Smith of Jardine Flem- 
ing. As expected, the new ex- 
change council also rubber- 
stamped the appointment of 
Hang Seng Bank chairman Sir 
Quo-wei Lee as stock exchange 
chairman and the installing of 
Francis Yuen, 36, from 
Citicorp Scrimgeour Vickers, 
as new chief executive. 

— Christopher Marchand 


Hongkong Hotels spurns 
Cathay City’s offer 
Hongkong & Shanghai Hotels, 
| controlled by the Kadoorie 
family, has rejected a 
| “friendly” offer from the Y. S. 
Lo-controlled Cathay City to 
buy Hotels’ entire share capital 
| and warrant issue for HK$6 (77 
US cents) a share and an equi- 
valent offer for the warrants. 
The offer comprised HK$4.50 
in cash and HK$1.50 in Cathay 
City shares, and valued Hotels 
in excess of HK$6 billion. The 
surprise bid came as Cathay 
City was about to embark on a 
capital increase as part of re- 
structuring of the Y. S. Lo 
group (page 84). 

— Christopher Marchand 


Malaysia negotiating 

gas deal with Thailand 
Malaysia is discussing the sale 
of natural gas to power stations 
in Thailand's southern pro- 
vinces. Disclosure on 18 Oc- 
tober of the talks indicates that 
Malaysia plans to advance 
phase three of the Peninsula 
Gas Utilisation project — the 
phase-two pipeline builders 
have just been appointed. It is 
also seeking new markets for 
liquefied natural gas from 
Sarawak which is sold to Tokyo 
power utilities. — Nick Seaward 
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MIA MESSAGE 
i, Nguyen Xuan Oanh, a Harvard- 
trained Vietnamese economist who | 
has been an adviser to leading Hanoi | 
reformer Vice-Premier Vo Van Kiet, | 
| 
| 





has offered an intriguing solution to 
the issue of American servicemen 
missing in action (MIAs). Ona 
private visit to the US, Oanh told | 
intermediaries that the US may be | 
allowed to set up five to 10 stationsin | 
| Vietnam to collect information and | 
| follow up leads on the MIAs. US 
officials have not been informed | 
ji. directly of the suggestion, but | 
|. Washington had previously said that | 
| | 
| 
i 
| 
| 











if necessary it would like to set up a 
technical office in Vietnam to help 
/ resolve the issue quickly. 


















TAX DEMANDS 

The Japanese construction firm | 
Kumagai Gumi Corp., now engaged | 
in construction work in the | 
mountainous Benguet province of | 
northern Luzon, is considering | 
withdrawing from the Philippinesasa | 
result of “taxation” demands by units | 
ofthe communist New People's Army | 
operating in the region. A decision to | 
pull out could send a negative signal | 
to other Japanese firms seeking | 
civil engineering work in the | 
Philippines. | 


RESTRAINING RANGOON | 
Japan has quietly informed the US | 
that it intends to use its position as the 
biggest aid donor to Burma to press 
the military government to carry out 
political reforms. Tokvo, which has 
provided Rangoon with more than 
US$3.8 billion in aid, told 
Washington that it would work in 
coordination with Western countries 
to promote universal values in 


Burma. The US has suspended its 
own aid to Burma but fears the cash- 
strapped Burmese Government may 
turn to opium smuggling for 
revenue. 








i£ Qichen’s long- 


i 







¢ Moscow has been 
* scheduled for 27 

| November, 
suggesting an 
acceleration in 
the pace of 
warming Sino- 
Soviet relations. 
While talk of a Sino-Soviet summit 
which could lead to an understanding 
over the Cambodian issue has long 
been on the cards, Asean diplomats 
fear that Washington — panicked 

by the rapidly improving 











; relationship — may make more 


concessions to Peking than are 
necessary. 


SINGAPORE SITE 

Singapore may provide the overseas 
venue for the annual meetings of the 
World Bank and the IMF in 1994. 
The meetings of the institutions” 
governors alternate between 
Washington, where both are 
headquartered, and the capitals of 
one of the member states. 
Washington will host the meetings 
both next year and in 1990, with 
Bangkok providing the venue in 
1991. However, discussions have 
been held with Singapore authorities 
about the possibility of holding the 
meetings there in 1994 (following two 
further Washington meetings after 


| A Bangkok-based fishery 
| management company, Crescendo, is 
| quietly negotiating with Southwest 

! Seafood Corp., a state unit under ; 
| Vietnam's Ministry of Fisheries, fora . 


Bangkok), though non-Asian cities 
are also keen to play host. 














government officials are concerned 
that new Thai Prime Minister = —— 


Chatichai Choonhavan 





FISHING TALKS 


joint-venture agreement. Unlike 
several other Thai groups that tried to. 
seek licences to fish in Vietnamese 
waters, Crescendo's proposal calls for 
a comprehensive programme to | 
develop Vietnam 's fishery industry 
that involves tapping the rich marine - 
resources off the southern 
Vietnamese coasts and processing 
them for export. The two parties 
recently initialled a joint expression: 
of interests" plus articles of : 
association, groundwork that could“: 
lead to the final joint-venture 
agreement. 








THE WEEK 











AFGHANISTAN 

Kabul saíd that its troops had killed four 
American and Pakistani advisers helping re- | 
bels (/7 Oct.). Mujahideen had virtually sur- | 
rounded Kandahar and were locked in heavy | 
fighting to wrest control of the southern city 
from Afghan troops (/8 Ocr.). 


AUSTRALIA | 
Twenty-ọne people were arrested in an 
anti-nuclear protest against warships (76 Oct.). 


BURMA | 
The Union Karen League and the United | 
Peace Democracy Party registered with the | 
government (72 Oct). | 
| 

j 


; CHINA 


| meeting on 
; Khmer Rouge were absent (77 Oct.). 


the US, expressing dissatisfaction with com- 
ments he made during a trip to Australia and 
Hongkong (18 Oct. ). 


INDIA 

Five people died and 44 were injured 
when Hindus and Muslims clashed in Uttar 
Pradesh (12 Oct.). 


INDONESIA 
hier talks on the Jakarta informal 


ambodia were held, though the 


| PHILIPPINES 


A new agreement was reached on US 
g 


| bases in the Philippines (/7 Oct. ). 





rest of former president Chun Doo Hwan at- = 
tacked a provincial ruling party office with fire 
bombs, it was reported (/3 Oct.}. President 
Roh Tae Woo proposed a peace conference 
of the superpowers and regional states to dis- 
cuss reconciliation on the Korean Peninsula 
while speaking at the UN General Assembly 
(8 Oct.). 


SRILANKA 

Police fired tear gas and rubber bullets at 
thousands of students staging anti-govern:. 
ment protests throughout the country (22. 
Oct.). 


TAIWAN 
A conservative leader of the ruling 
Kuomintang. Shen Chang-huan, resigned as. 








C7 The government withdrew permission for | SOUTH KOREA . secretary-general of President Lee Teng: 
dissident astrophysicist Fang Lizhi to visit Hundreds of students demanding the ar- | hui's staff (/7 Ocr.). : 
: ud 
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Agreement on bases reached, but problems remain 


Buying a breathing space 


.. By Nayan Chanda in Washington and Rodney Tasker in Manila 


hile there is a sense of relief in 

Washington that the Philippines 
bases review has been successfully con- 
cluded before November's presidential 
election and before the congression- 
al recess, all the problems are not over 
yet. 

The Reagan administration has until 
now refused to tie the so-called mini- 
Marshall Plan for the Philippines to the 
bases compensation, but on Manila's in- 
sistence, that offer has now been im- 
plicitly linked to the bases — a move 
that may create complications for other 
donors who do not want to be seen as 
paying for the US bases. 

More importantly, the administra- 
tion is vet to receive congressional ap- 
proval for the "creative" use of appro- 
priated funds to help the Philippines’ 
debt relief. Philippine demands, anti- 
American sentiment and frequent ex- 
change of harsh words in public have 
left a bitter taste in Congress, especially 
among those leaders who have been 
very supportive of the Aquino govern- 
ment, 

There is also concern that growing 
nationalism and anti-bases, anti-nuclear 
sentiment may combine to create a 


| 
| 
| 
| 
| 
| 
| 


much tougher negotiating environment 
in 1991, when the leases for the bases 
run out. The fact that the next agree- 
ment would be a treaty rather than an 
executive agreement as in the past and 
thus will have to be ratified by the se- 
nates of both countries may be a formid- 
able hurdle. Recent treaty ratifications 
in the US Senate have sometimes been 
protracted, as with the 1978 Panama 
Canal treaty, and the Philippines senate 
is small enough for the required major- 
ity to swing on a handful of votes. 

The likelihood of much higher cost, 
and changing Soviet military posture in 
the region, leads many analysts to be- 


THE RENT 





REVIEWT ABLE by icky Hut 


lieve that the current agreement is just a 
breather before the US is called on to 
make the hard choice of either stick- 
ing to the Philippines or moving else- 
where. 

As it was, faced with a hardening US 
position that it would rather close down 
its strategically important Subic Naval 
Base and Clark Air Base and several 
other military installations than pay the 
USS$I.2 billion a year Manila de- 
manded, the Philippine climb-down was 
considerable. Manila settled for a 
US$481 million a year military and eco- 
nomic aid package, and a promise of 
greater contributions through the mini- 
Marshall Plan multilateral aid effort. 


t also angered the anti-nuclear lobby 
by agreeing that no present or pro- 
posed Philippine law would impede oper- 
ations on the bases, including the entry 
of nuclear-armed or nuclear-powered 
ships. The senate has passed a bill ban- 
ning such ships from calling at Philip- 
pine ports and the constitution states 
that the Philippines should pursue "a 
policy of freedom from nuclear 
weapons on its territory." 
The bases review memorandum 


MALAYSIA 


By Suhaini Aznam in Kuala Lumpur 
I? a softening of his previous hardline 
stand against political enemies within 
his own party, Prime Minister Datuk 
-Seri Mahathir Mohamad invited his ri- 
vals to apply for membership in his 
eight-month-old party, the new Umno, 
or Umno (Baru). Party leaders agreed 
to accept all members of the former 
Umno “without exception," Mahathir 
announced after a party supreme coun- 
cil meeting on 15 October. 
“We have organised our party.” the 
prime minister said, explaining the 
change of heart, “it is stable and we are 
not bothered by any kind of distur- 
bances.” In addition, he said, many 
members want all Malays to have the 
right to join and “as a democratic party 
which always follows the people's 
wishes, we open it to all.” 
It was a master stroke; for all intents 
and purposes it took the wind out of his 








Mahathir's soft sell 


Ex-Umno dissidents asked to join new ruling group 


rivals’ sails. They can no longer appeal 
to grassroots’ sympathy with the argu- 
ment that they had been refused entry 
to the reconstituted ruling party. And 
yetentry is even now not guaranteed. 
Meanwhile, Mahathir's own image 
was enhanced, with the prime minister 


| seen as forgiving his enemies and as a 


reasonable leader accepting party con- 
sensus and offering compromise. 
Mahathir had earlier been adamant 
that those who had worked against the 
formation of Umno (Baru) — after 
Malaysia's courts had deregistered the 


| original United Malays' National Or- 


ganisation (Umno) in February for non- 
compliance with laws governing 
societies — would be refused entry. 
Specifically, that had meant Tunku 
Razaleigh Hamzah, who was trade and 
industry minister in Mahathir's cabinet 
when he challenged the prime minister 











for the Umno party presidency in April 
1987, several of Razaleigh's allies and at 
least 11 disaffected party members who 
had challenged the party elections in 
court, prompting its dissolution. 

Mahathir also announced that the 
supreme council had decided to invite 
Razaleigh and former deputy prime 
minister Datuk Musa Hitam to talks 
with him and Deputy Prime Minister 
Abdul Ghafar Baba to discuss problems 
facing Umno (Baru) and Malay unity. 
The prime minister also revealed that 
three members of the original Umno su- 
preme council elected in 1987 — whom 
Mahathir had dropped in forming 
Umno (Baru) but who later joined the 
new party had been officially 
reinstated. Two of them were former 
Musa protégés. 

On the surface, the council's deci- 
sions seemed to mark a reversal of 
Mahathir's earlier stand, perhaps even 
hinting that the prime minister was los- 
ing control of council members. But 
closer inspection suggests that the com- 
promises made in the council may only 
be cosmetic. Mahathir himself elabo- 
rated that anyone who wished to join 
Umno (Baru) could apply and the party 
would evaluate their applications. If 
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signed on 17 October in Washington by 
Philippine Foreign Secretary Raul Man- 
glapus and US Secretary of State 
George Shultz doubles the basic com- 
pensation under the Military Assistance 
Programme and Economic Support 
Fund from US$180 million a year to 
US$360 million, the rest coming in the 
form of other types of aid. 

Washington has also compromised 
on its declaration that budgetary con- 
straints made it impossible to more than 
double the compensation. It has agreed 
to seek changes in US law to enable the 
Philippines to supply provisions for US 
bases in the Pacific region, and has 
promised to launch the mini-Marshall 
Plan, designed to channel US$10 billion 
to the Philippines over five years, and 
contribute US$300 million a year to- 
wards it. Some US$100 million of this 
will be used to buy US Treas- 








rather than meet Manila's “exorbitant” 
demands. 

A recent visit to the US also had a 
chastening effect on Manglapus. Car- 
lucci was quoted as having told him that 
"while it would be extremely unfortu- 
nate for both countries, we are prepared 
to look elsewhere." And Manglapus 
was hard-pressed to explain to US offi- 
cials and congressional leaders that de- 
spite the anti-American rhetoric, the 
Philippines wanted to continue to be 
friends with the US. He said that Presi- 
dent Corazon Aquino wanted the bases 
to remain and argued that a successful 
bases review and increased compensa- 
tion would generate a favourable 
momentum for renegotiating the leases 
in 1991. 

Manila's aggressive stand during the 
negotiations and the incessant focusing 








of attention on the US$1.2 billion figure 
has raised public expectations, how- 
ever, and though the Philippines will be- 
nefit in cash terms by nearly three times 
the existing level of US aid and Aquino 
has declared herself “reasonably satis- 
fied" with the agreement, opposition 
politicians and the anti-nuclear lobby 
are extremely unhappy. What they 
thought was a new projection of Philip- 
pine concerns about sovereignty, 
nationalism and security has been re- 
vealed to have been nothing more than 
horse-trading. 

Most Filipino congressmen and 
businessmen are relatively happy with 
the US$962 million in military and 
economic aid expected over the two 
years, though there were doubts 
whether it and other economic sup- 
port could substantially ease the coun- 
trys US$28.6 billion ex- 





ury Bonds for a swap with up E 
to US$600 million of the 
Philippines foreign debt. 
The agreement was hard 
won. American analysts be- 
lieve that each time talks 
were suspended, the Philip- 
pines returned to the table 
because “we played hard- 
ball.” Part of the bargaining 
tactic appears to have been a 
study (REVIEW, 29 Sept.) 
that concluded that reloca- 
tion of the Philippines bases 
was less expensive than ear- 
lier estimates. Shultz and 
Defence Secretary Frank 
Carlucci publicly said the US 
would prefer to go elsewhere 








ternal debt. The Mani- 
la stockmarket rose 20.78 
points on the Manila Stock 
Exchange Composite Index 
on 17 October, its biggest 
advance since 20 July. 
Local investors also 
reacted favourably to in- 
creased US buying of 
Philippine stocks listed in 
New York, reportedly 
partly due to bullish projec- 
tions resulting from the 
agreement. Manila busi- 
nessmen view any agree- 
ment on the bases as a 
foundation for stability on 
which they can build invest- 
ment plans. Oo 





they “subscribed to our struggle” they 
would be accepted, he said. 

Some within the rival camp have al- 
ready balked at the council’s offer. “If 
this party is designed to be Umno’s suc- 
cessor, we should become automatic 
members,” Sungei Benut MP Tawfik Is- 
mail said. “The question of applying 
shouldn’t arise.” While Musa has not 
commented on the new party’s offer, 
Razaleigh said he will not join, saying 
that if Mahathir and his allies had seen 
fit to exclude him in the first place, they 
need not seek him out now. 


azaleigh’s stance reflects some of 

the bitterness down the line as well. 
Razaleigh and Musa’s allies had been 
called “traitors” by the Mahathir camp 
and many of them now, when asked 
about the possibility of reconciliation, 
maintain that too much bad blood has 
been spilt to let bygones be bygones. 
For with or without Mahathir’s know- 
ledge, the purge at the top was repeated 
to some extent at the party’s branch and 
division levels as well, resulting in some 
former Umno loyalists feeling resentful 
and estranged. 

Cynics among them also suspected 
that Umno (Baru) is facing difficulty 
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getting members and does not have the 
1 million members it claims. It must re- 
gister at least 50% of the 1.4 million 
members of the original Umno to ac- 
quire the old party’s assets. 

Mahathir’s compromise was appa- 
rently the result of pressure from party 
allies who were uneasy with a growing 
dichotomy within the Malay polity and 
recognised the natural rallying point 
and legitimacy this offered their ousted 
rivals. Umno (Baru)’s working commit- 
tee — headed by Ghafar, a mellow, sca- 
soned politician and once a close friend 
of Razaleigh — appeared to be largely 
responsible for the council’s decision. 

Prior to the council’s 15 October 
meeting, some state chief ministers, 
with their greater access to grassroots’ 
feedback than federal leaders, had pub- 
licly urged that the party open its doors. 
And the humiliating defeat in the Au- 
gust Johor Baru by-election of Umno 
(Baru)’s candidate to Datuk Shahrir 
Samad, also highlighted the dangers of a 
weakened ruling party. 

The timing of the council’s decision 
to woo back disaffected party members 
was at least suspect, coming as it did just 
five days before voters for the Parit Raja 
state seat, again in Johor, go to the polls 





on 20 October. Parit Raja is 80% 
Malay, and since the Umno fight is a 
battle for the Malay heartland, the sym- 
bolic stakes are higher than a mere state 
seat would suggest. 

On 16 October, state-owned Bank 
Bumiputra sued the Razaleigh team’s 
candidate, Hamdan Yahya, for recov- 
ery of a M$689,000 (US$256,000) loan 
for which Hamdan and two others stood 
as guarantors. Failure to repay the loan 
would mean the courts could declare 
Hamdan bankrupt, which by law would 
disqualify him from holding public of- 
fice. Although the courts could not 
move against Hamdan before polling 
day, the publicity alone may have dam- 
aged his campaign. 

At the moment, the party council’s 
rapprochement bid seems little more 
than a political gesture. When Mahathir 
and Razaleigh accidently came face to 
face in parliament two days after the 
prime minister’s headline-grabbing an- 
nouncement, Razaleigh jokingly told 
Mahathir: “Your statement has caused 
me a lot of problems,” referring to the 
crowd of reporters he was strenuously 
trying to evade. An equally smiling 
Mahathir replied: “It was not my state- 
ment, it was the party’s.” u 
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PAKISTAN 


Campaign of confusion 


Shifting alliances cause havoc among candidates 


By Husain Haqqani in Islamabad 


ith general elections less than a 

month away, Pakistan's major po- 
litical parties seem totally confused 
about election strategy. 

For the first time in 11 years, political 
parties have been allowed to nominate 
candidates for the 16 November elec- 
tion and there are no restrictions on 
campaigning. But so far, none of the 
major parties has started its nationwide 
campaign, and each major group faces 
revolt from workers and potential can- 
didates over the leadership's nomina- 
tions. 

The election for the lower house of 
parliament, the national assembly, is for 
207 of the 237 seats. Non-Muslims elect 
10 representatives separately, 
while 20 seats reserved for women 
will be chosen by the elected MPs. 
Polls for the four state assemblies 
will also be held. 

Shifting loyalties and changing 
alliances are a regular feature of 
Pakistani politics but more al- 
liances were probably made and 
broken during the first half of 
October than in any other fort- 
night in the country's history. 
Conservative and religious parties 
felt they had to unite to face Be- 
nazir Bhutto's Pakistan People's 
Party (PPP), which is widely con- 
sidered the single largest political 
group. They did not want to re- 
peat the mistake of 1970 when 
they outvoted the PPP, then led 
by Bhutto's father, but failed to 
secure even a third of the seats be- 
cause of vote-splitting. 

A PPP majority in parliament 
secured without an overwhelming 
popular vote could revive the kind 
of confrontation in society which 








ministers appointed by Zia and retained 
in office by his successor, President 
Ghulam Ishaq Khan. Unificiation of the 
two factions became virtually impossi- 
ble because of Junejo's demand for the 
dismissal of the caretaker governments 
prior to elections. 

The formation of alliances began 
with the Junejo faction joining two 
smaller anti-PPP parties to form the 
Pakistan People's Alliance (PPA). The 
alliance members committed them- 
selves to fielding joint candidates and a 
common programme for the next five 
years. Soon after the PPA's formation, 
11 moderate and religious parties, in- 
cluding the pro-Zia PML and the or- 








| Bhutto: largest political group. 





paved the way for the late presi- 
dent Zia-ul Haq's 1977 coup. The army, 
led by Gen. Aslam Baig, seems averse 
to taking over power directly, allowing 
the political process to take its course. 
But the military's thinking has a signi- 
ficant impact on the conduct of politi- 
cians. And the army clearly wanted 
rightwing and centrist parties to join to- 
gether rather than waste their energies 
against each other. 

The task of putting up a unified con- 
servative front against the PPP was 
complicated by a split within the main 
establishment party, the Pakistan Mus- 
lim League (PML). The PML split into 
pro- and anti-Zia factions after Zia's 29 
May dismissal of then prime minister 
Mohammed Khan Junejo. The pro-Zia 
faction included caretaker chief minis- 
ters of all four states and several federal 








formed the 
Islamic Democratic Alliance (IDA). 


thodox Jamaat-e-Islami, 


T IDA adopted a seven-point plat- 
form which includes further Islami- 
sation and continued support for the Af- 
ghan resistance. The IDA also drew up 
a common list of candidates and started 
organising itself as an electoral force 
when Junejo gave up his opposition to 
the caretaker ministries to reunify the 
PML. As a concession to their former 
prime minister, the PML chief ministers 
agreed to accept Junejo as party leader, 
though there was a tacit agreement that 
he would not have absolute powers in 
the party. 

With reunification of the PML, ques- 
tions arose regarding the fate of the two 
alliances. The IDA had already elected 
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Ghulam Mustafa Jatoi as leader, and its 
components had divided nominations 
for the seats among themselves — leav- 
ing almost nothing for Junejo and his al- 
lies. Junejo tried to reconcile the diver- 
gent commitments of his faction and 
that of his chief ministers to the respec- 
tive alliances but eventually chose to 
keep the PML in the IDA. The PML’s 
partners in the other alliance protested 
what they saw as the opportunism of 
Junejo, who also faced the revolt of 
some party members whose electoral 
districts were conceded to other parties 
in the IDA. 

The establishment was not the only 
group in disarray by the end of the 
deadline for nominations. The opposi- 
tion also found itself in the middle of 
a crisis as the PPP virtually walked out 
of the nine-party Movement for Re- 
storation of Democracy (MRD), which 
had spearheaded the campaign against 
Zia for the past eight years. Bhutto ar- 
gued that the MRD was never meant to 
be an electoral alliance and also that its 
components could not expect to 
secure seats beyond their own 
support on the strength of the 
PPP's popularity. The PPP itself 
had a major problem awarding 
tickets to aspiring candidates as 
18,000 applied for nominations 
for the 800-odd seats for the na- 
tional and state assemblies. 

The expectation that a PPP 
nomination would ensure election 
led several influential rural politi- 
cians to join the PPP within the 
past few months. Bhutto decided 
to nominate several of them, 
partly to assure the army and 
other interest groups of a shift 
away from the party's previously 
radical ideology. But the policy 
caused an uproar among party 
workers who said they could not 
support a PPP which ignored 
their sacrifices under martial 
law and which no longer repre- 
sented its original leftwing ideo- 
logy. 

The 16 November election is 
now expected to be a direct fight 
between the IDA and the PPP, with re- 
gional parties playing an important role 
in their respective areas. The smaller 
parties of the MRD and the PPA, as 
well as disgruntled PPP and PML mem- 
bers running as individuals will amost 
certainly spoil votes for their previous 
allies. 

But the compromises made by all 
groups in selecting candidates and 
avoiding clearly defined policies indi- 
cates that the election will be fought 
largely on personalities and local issues, 
making it quite similar to the 1985 non- 
party elections. If the polls are held on 
schedule, a coalition government will 
have to be formed which would proba- 
bly be more unstable than the alliances 
created and broken during the past two 

O 








weeks. 
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CAMBODIA 


A lethal boost 











US shifts policy to give covert military aid to Sihanouk 


By Nayan Chanda in Washington 


I? a significant shift in its Cambodia 
policy, the Reagan administration has 
decided to provide funds to compensate 
for suspended Chinese aid to Prince 
Norodom Sihanouk and to nearly dou- 
ble the armed strength of his resistance 
forces. During his 10-13 October US 
visit, when Sihanouk met the president, 
| Seeretary of State George Shultz and 
| other senior officials, he was told that 
—eovert: CIA assistance to the resis- 
tance force would not only be increas- 
| ed but also could be used to buy 
* weapons. 

Sihanouk told a Washington audi- 
ence that his forces were now getting 
"American weapons and ammunition" 
from an unnamed country he hinted was 
the US. The prince also revealed that 
Peking had suspended its aid to his 
Armee Nationale — Sihanoukienne 
(ANS) because of unhappiness at his 
resignation as president of the Cambo- 
dian resistance coalition, which groups 
the non-communist ANS and Khmer 
People’s National Liberation Front, 
and the most militarily powerful com- 
munist Khmer Rouge faction. Pe- 
king was also unhappy about the criti- 
cism of the Khmer Rouge implicit in 
Sihanouk's call for an empty UN seat 
for Cambodia, currently held by the re- 
sistance coalition. 

In what appeared to be a calculated 
indiscretion aimed at pressuring China, 
Sihanouk said that “my people, Cambo- 
dian refugees . . . are all rather satisfied 
by the end of Chinese aid to Sihanouk 
and to the ANS . . . because they know 
that there are some countries, I don't 
want to name the United States of 
America, because it must remain confi- 
dential,” which are providing aid. 
Thanks to the increased aid, he added 
"next year we will have at least 30,000 
fighters to fight the Vietnamese on the 
one hand and on the other hand to face 
the Khmer Rouge threat to protect 
our people with more and more effi- 
ciency." His son Prince Ranaridh, com- 
mander-in-chief of the ANS, was in 
touch with American civilian and mili- 


tary personalities in Thailand, he 
added. 
Sihanouk’s statement brought a 


quick denial from the administration. A 
US State Department spokesman said: 
“There is no change in policy; only non- 
lethal aid is being supplied.” While this 
denial is technically correct, it does not 
tell the full story. When near the end of 
~ 1982, following the formation of the re- 
“sistance coalition, the Reagan adminis- 
tration undertook a US$5 million pro- 
gramme of covert CIA aid, it was de- 











cided: it should be spent on non-lethal 
supplies such as uniforms, medicine 
and radios. 

Although there was bipartisan sup- 
port for US military aid to the resistance 
to fight Hanoi's occupation of Cam- 
bodia, the deeply ingrained fear that it 
might eventually lead the US into direct 
military involvement fuelled arguments 
against lethal aid. The amount of covert 
aid was raised to US$15 million in sub- 
sequent years, but it remained non-let- 
hal in nature. 

Siahnouk's comments confirmed a 
report (REVIEW, 14 July) that the covert 
CÍA aid to the non-communist Cambo- 
dian factions had risen to US$35 million 
and that if the Vietnamese did not ob- 
ject it could be expanded to include 








'Non-lethal aid?' sounds about as likely 
as non-lethal AIDS. — 
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arms. Sources said that while the covert 
aid still remains technically non-lethal, 
under new arrangements the money 


could be used to buy US-made arms and | 


munitions from "countries in the re- 
gion.” Most Asean countries have 
American weapons in their inventory, 
and Singapore produces M16 rifles, 


M203 grenade launchers and ammuni- | 
| troops from Cambodia and the growing - 


tion under US licence. 


n the past such US aid funds were 
used by the resistance to buy Chinese- 


| made weapons. As in the case of the 


Afghan. mujahideen until US-made 
Stinger missiles were supplied, such a 
subterfuge allowed Washington to hide 
its role but it also meant foregoing poli- 
tical influence from high-visibility aid. 
The US now feels that the time has 
come to send a political message while 
avoiding direct involvement. 





| volve the US in Indochina but also in- 


The decision to increase covert aid 
came after an intense debate within the 
administration over both the effective- 
ness of such aid and the corruption that. 
had eaten into earlier assistance. The 
US Senate Select Committee on Intelli- 
gence (SSCI), which supervises covert 
operations, has uncovered serious cases 
of corruption in the. distribution 
mechanism in Thailand — the conduit 
for supply to the Cambodian resistance. 
Sources termed timing of the SSCI audit 
"unfortunate" as the administration was. 
about to decide to increase covert aid. 
However, new methods have been de 
vised to satisfy the committee. As one- 
source said: "We now have procedures | 
and safeguards in place and there is less 
likelihood of corruption." TII 

However, some officials -in the 
special interagency group that oversees 
covert operations also questioned the 
usefulness of increasing the armed. 
strength of the non-communist forces, 
which lack the discipline or motivation . 
of the Khmer Rouge. Ultimately the de- 
cision was taken to boost the non-com- 
munist forces because, as one. source. 
put it, while “there is no guarantee that — 
with increased. aid the non-communists 
would be a match against the Khmer 
Rouge, it is almost certain that without - 
greater muscle they will be swallowed 
up" by the communist faction. The deci- 
sion to receive Sihanouk in Washington 
and offer him public support was also 
aimed at strengthening his bargaining 
position as he gets down to negotiate:a 
settlement. Sihanouk is scheduled to ' 
meet the Phnom Penh regime's Pre. 
mier Hun Sen in Paris in early 
November. & 

The threat of a Khmer Roüge 
takeover has given a new twisttothe US | 
aid effort. When congress in 1985 voted 
to provide US$5 million in aid to the 
non-communist resistance as.a gesture 
of public support, the administration a 
gued against providing lethal aid, be- 
cause such a move would not only re-in- 































































troduce direct superpower involvement 
in the conflict and make its resolution . 
more difficult. Moreover, it was feared 
that the supply of American weapons to 
fight the Vietnamese might imperil 
Hanoi’s cooperation in resolving the 
issue of US servicemen missing in ac- 
tion. 

However, with the Vietnamese pre- 
paring to pull out a large number. of- 


threat of the Khmer Rouge filling the : 
vacuum, the US sees a new situation i 
where its increased support to the non- 
communist groups would be quietly 
welcomed by Hanoi. "The big differ- 
ence between now and earlier years is 
that now there is discreet cooperat 
between the ANS and the Heng Samrin 
regime and the US aid is going to 
strengthen Sihanouk against the Khmer 
Rouge," an administration source 
said. E: 
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A | SINGAPORE 


A meeting of minds 


Singapore approves magazine’s coverage and eases restriction 


By Margaret Scott in Hongkong 


n 4 June James Fu, information 

director for Singapore’s Communi- 
cations and Information Ministry, and 
Michael O'Neill, editor-in-chief of 
Asiaweek, a Hongkong-based news- 
magazine which had seen its circulation 
slashed in 1987 from 9,000 copies a 
week to 500 by a government order, had 
lunch at the Singapore Cricket Club. 
Two days later, Lisa Beyer, Asiaweek’s 
Singapore correspondent, was told she 
was being transferred to Hongkong. 

Allegations of a link between the 
meeting and the decision to transfer 
Beyer have raised questions about 
whether O'Neill agreed to any condi- 
tions on staffing or coverage of Singa- 
pore in return for the government's lift- 
ing of its circulation restriction. On 10 
October, Fu's ministry partially re- 
moved the restriction order, announc- 
ing that Asiaweek could sell up to 5,000 
copies in the republic. 

O'Neill vigorously denies any such 
agreement and refutes Beyer's claim 
that she was pulled out of Singapore as a 
concession to the government. In a 
memo sent to an executive of Time Inc., 
Asiaweek's owner, Beyer said she was 
told by a reliable source that her recall 
was a deliberate action taken by 
Asiaweek in exchange for removal of 
the restriction. Beyer, who resigned 
from Asiaweek, sent a copy of the memo 
to O'Neill and three other editors at 
Asiaweek. 

"The memo says there is a link. Lisa 
alleges there is a link. I don't see any 
link," O'Neill said in an interview, add- 
ing: "Nothing occurred on 4 June to 
alter the editors' plans for Lisa." 

Asiaweek — along with three other 
foreign publications — had its circula- 
tion restricted under a 1986 amendment 
to Singapore's Newspaper and Printing 
Presses Act which allows the govern- 
ment to ban sales of publications 
deemed to have engaged in domestic 
politics. Time was the first to have its 
circulation severely curtailed under the 
amendment, in October 1986, but the 
restriction was lifted in July 1987. Simi- 
lar restrictions remain in force against 
The Asian Wall Street Journal, re- 
stricted in February 1987, and the 
REVIEW, restricted in December 1987. 
Both these publications are owned by 
Dow Jones & Co. 

The restriction order was slapped on 
Asiaweek after the magazine refused to 
publish unedited two letters from a gov- 
ernment official challenging an article 
about the arrests and treatment of Sin- 
gapore dissidents accused of hatching a 
Marxist plot to subvert the government. 








Singapore and was having lunch with 
Fu. Beyer said she was told two days 
later that she had 30 days to return to 
Hongkong. 

Beyer said that on 8 June she asked 
Asiaweek to reconsider its decision to 
transfer her. Beyer said that the fol- 
lowing day she was told by Asiaweek 
to leave Singapore within 24 hours. 
Beyer resigned in Hongkong on 14 
June. 

That same week, Asiaweek pub- 
lished a cover story on Singapore which 
featured Prime Minister Lee on the 
cover. The article focused on a speech 
Lee had given on 1 June outlining Singa- 
pore's reasons for not tolerating any for- 
eign interference in its domestic affairs 
and commented: "It [the speech] rang 
like a Southeast Asian credo for a new 
age, the articulation of a theme ger- 
minating in the thoughts of leaders 
around the region seeking to assert a 
pan-Asian liberty from superpower in- | 
fluences.” 

O'Neill denied there has been any 


Singapore's demand prompted an 
exchange of correspondence — later 
published by the government — includ- 
ing a long letter from O'Neill describing 
why one of the two letters from the Sin- 
gapore official was a distortion of the 
truth. A month later, Asiaweek finally 
published the letters unedited as de- | 
manded, but it was another 11 months 
before the government's decision to | 
partially lift its circulation restriction. 

Singapore has not explained in detail 
why it eased the restriction. However, a 
government press statement announc- 
ing the decision mentions the 4 June 
meeting between O'Neill and Fu. The 
statement says O'Neill had read par- 
liamentary speeches by Prime Minister 
Lee Kuan Yew and First Deputy Prime 
Minister Goh Chok Tong on 
what is known as the “Hen- 
drickson affair," in which a US 
diplomat was expelled from 
Singapore for alleged dabbling 
in Singapore politics. O'Neill, 
the statement says, said he 
respected the government posi- 
tion prohibiting foreign involv- 
ment in domestic politics. 

The statement also quotes 
O'Neill saying that “he would not 
allow any correspondent’s personal 
views or value judgments to colour 
Asiaweek’s articles" — a statement 
fully in keeping with the generally ac- 
cepted journalistic ideal of objectivity 
in reporting. The release also states 
that “Asiaweek’s reports on Singa- 
pore in the last few months have not 
taken sides in Singapore's domestic 
politics." 

Beyer's coverage, which included re- 
ports on the detention of dissidents, was 
criticised by government officials as in- 
terfering with domestic politics, a com- 
plaint also levelled at other foreign pub- 
lications. O'Neill, reacting to the gov- 
ernment's statement that the magazine 
had not taken sides in the past few 
months, said: “I’m happy with our Sin- 
gapore coverage, and I've always been 
happy with our Singapore coverage." 
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Asiaweek’s 
Singapore cover story. 


shift in the magazine’s coverage of Sin- 
gapore. He said the news had changed, 
not Asiaweek’s coverage of it. As for 
Beyer's recall, O'Neill said: "She was 
given a lot more notice than we usually 
give correspondents." He said Beyer 
worked under the misunderstanding 
that she would remain in Singapore 
until her work visa expired. *No gov- 
ernment has set my correspondent’s te- 
nure," he said. 

When the Hongkong-based Media & 
Marketing reported in July that sources 
editor Salman Wayne Morrison in | had said staff movements may have led 
Hongkong and was told she would re- | to negotiations between Singapore and 
main as Singapore correspondent | Asiaweek, Asiaweek threatened legal 
through the end of the year, when her | action. An apology was published and 
work visa expired, and then would be | Media & Marketing paid an out-of-court 
transferred to Kuala Lumpur. On 4 | settlement of around HK$40,000 
June, Beyer heard that O'Neill was in | (US$5,130). u 


n an interview from New York, 
Beyer declined to comment on her 
memo to Time Inc. but confirmed the 
following sequence of events. On 30 
May, she met Asiaweek managing 
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“Yve got a terrific ball! When dad told me it was made 


of plastic I didn't believe him. I haven't missed a goal 


since I got it. It puts up with all kinds of rough treatment - 


even my dog's teeth! All my friends are jealous. I really 
think that the people who made it are clever 

That's true: the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem: The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 

- 85 productions plants in 97 countries on 5 continents. 
France and the world. - Turnover: FF 23 billions. 


- 4 research and - Main activity sectors: 
development centres. Basic chemicals, 


- ] technical centre Fine and speciality 
(engineering). chemicals, Plastic materials. 


OCHEM: 
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HEMISTRY FOR THE INNOVATOR: 


F or over ninety years London's Tower Bridge has been a major daytime attraction. P But since 
May 1988, a specially designed and discreetly sited floodlighting system from Philips has been 
highlighting the entire bridge from bank to bank and creating a spectacular 3-D modelling effect on 
the drawbridge towers. So now the Gothic beauty of this famous Gateway to London can also be 
admired during hours of darkness. 9 The historic Westminster Bridge and the adjoining Houses of 
Parliament, as well as the new Thames Barrier that protects London against the threat of tidal flooding, 
are also highlights of Philips leadership in lighting. PP Yet lighting for bridges and barriers is 
only one aspect of Philips technology. > For example, we supplied Europe's first fully-automatic 
vehicle tolling, billing and control system for the Alesund-Ellingsay-Valderay-Giske cross-fjord tunnels 


in Norway. > We are responsible for design, supply, installation and commissioning of the technical 
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BRIDGES AND THROUGH TUNNELS. 





systems for Hong Kong’s Route 5 Tunnel Project. > In the U.K., our advanced video systems are used 
for traffic surveillance along busy stretches of the M4, M8, M25 and Midland Link motorways. P» And 
in Singapore, we were awarded a S$ 50.2 million turnkey contract for the mechanical, electrical, 
electronic and communication systems of the new Central Expressway that will run through and 
under the heart of the city. >>» Across bridges, through tunnels and along highways the world 


over, you can rely on Philips technology to make your journey very much safer and far more efficient. 
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Meeting 
expectations. 


Today's business 

passengers demand 

E on-time service. And 
they're getting it from 

aircraft powered by 

CFM56 engines. 





These engines are so reliable their 
on-time departure rate is better than 
99.995. Which is why they've been 
selected by more than 100 airlines 


and leasing companies, worldwide. 


Unequalled durability means CFM56 
engines typically remain on wing 
for over 6,000 flights before their 
first shop visit—a new industry stand- 


ard that assures low operating costs. 


The CFM56é: For airline passengers, 
it's meeting expectations. For airline 


management, it's beating them. 
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Union leaders unite 


The labour movement displays unprecedented solidarity 


By Paisal Sricharatchanya in Bangkok 


he Thai labour movement, long 

plagued by disunity and rivalry, is 
displaying an unprecedented assertive- 
ness and solidarity which could prove a 
political timebomb for Prime Minister 
Chatichai Choonhavan's government. 
In the country's first serious incidence 
of labour militancy, hundreds of work- 
ers at a government agricultural bank 
seized control of its Bangkok premises 
on 11-12 October and succeeded in ex- 
pelling their manager. More serious, 
scores of unions at major utility-related 
state enterprises were threatening a par- 
tial work stoppage in late October to 
press their demands for higher pay. 

The state-enterprise Pau wawotev 





labour force), roughly two-thirds be- 
long to the state enterprises, which com- 
prise some 60 large and small entities. 

Projecting an image of solidarity, the 
state-enterprise unions have decided to 
include a separate issue on a minimum 
wage (for unskilled private-sector work- 
ers) into their campaign. The object of 
the planned show of force on 25 Octo- 
ber, therefore, is not only a higher pay 
scale but also a decent minimum-wage 
increase. 

An official tripartite committee com- 
prising government plus employer and 
worker representatives recently de- 








gress (TTUC, the largest of four na- 
tional labour congresses). Aware of the 
state-enterprise sector's poor public 
image as a bunch of inefficient and 
money-losing operations whose work- 
ers already enjoy above-average salaries 
and welfare, the unions were launching 
their latest campaign with caution. 

The existing pay scale has been in 
force since 1982; the unions were de- 
manding a complete revamp that would 
see an average 15-16% increase. They 
argued that the proposed new structure 
would have a direct correlation with the 
minimum wage which covers not only 
the unskilled private workers but also 
the lower echelons of state-enterprise 
employees. Problems of inefficiency, 
they claimed, should be dealt with sepa- 
rately. 

The union leaders also tried to blunt 
government claims that the minimum 
wage should not be raised substantially 
as — apart from the fact that it is yet to 


cided to raise the daily minimum wage | be fully observed b employers — it 
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could adversely affect the 








unions were demanding a 
complete revamp of their 
pay scales, to correspond 
with sweeping salary in- 
creases the new govern- 
ment already has approved 
for civil servants and the 
armed services. Ignoring 
their demands could risk 
disruptions to vital public 
utilities; on the other hand 
a pay rise would not only 
undermine the  govern- 
ment’s fiscal position but 
also fuel existing inflation- 
ary pressures. 
Spearheading the pay- 
rise campaign was the 
State Enterprise Worker 
Unions Relations Group 
(SEWURG), whichcontrols 
over 100,000 members rep- 
resenting the 20 largest en- 
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Striking bank workers; Chatichai: political time bomb. 
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cost effectiveness of Thai 
industry. 

Although estimates 
vary, up to 30% of the 
roughly 300,000 unskilled 
workers employed in small- 
and medium-sized indus- 
tries in the Bangkok area 
are understood to be under- 
paid. This is a criminal 
offence carrying up to six 
months' imprisonment, but 
a manpower-squeezed La- 
bour Department can pro- 
secute only about 40 cases 
of violation annually. An 
ideal solution, the union- 
ists argue, lies in improved 
enforcement. 

The government now 
faces a prospect of wider la- 
bour unrest unless it con- 
cedes to at least some of the 











terprises engaged in all the 
key utilities such as electricity, water- 
works and telecommunications. A 25 
October deadline has been set for some 
muscle-flexing, after the group failed to 
extract any definite government re- 
sponse on two petitions in recent weeks. 

Exploiting a loophole in the laws 
which prohibit strikes in state enter- 
prises, the unions have scheduled *ex- 
traordinary meetings" for the day which 
would be tantamount to a partial work 
stoppage. Union leaders pledged that it 
would not be a strike and that services 
would not be disrupted. But SEWURG 
secretary-general Wattana Ieumbum- 
roong warned: "Unless a positive re- 
sponse comes before that, some danger- 
ous trends could ensue." 

The state-enterprise unions are far 
more cohesive and influential than their 
private-sector counterparts. Of Thai- 
land's estimated 300,000-strong organis- 
ed movement (which represents only 
about 3-4% of the total non-agricultural 





for Bangkok and surrounding industrial 
provinces from Baht 73 (US$2.88) to 
Baht 76 — against persistent labour de- 
mands for a larger increase to Baht 80. 
All of the country's more than 400 
unions were scheduled to meet on 20 
October to map out additional mea- 
sures to pressure the government. 


hatichai and Finance Minister Pra- 
mual Sapavasu had sounded sym- 
pathetic to the labour demands, but 
union leaders were not entirely happy at 
the absence of firm commitments. Not- 
withstanding the different pay struc- 
tures of private- and public-sector work- 
ers and the divergent nature of other 
problems, both groups were unanimous 
that they should be entitled to a more 
equitable share of the country's wealth. 
"The government should treat a pay 
[rise] for us as part of an income-distri- 
bution programme," said Wattana, who 
also heads the Thai Trade Unions Con- 
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labour demands. The 
movement in fact began to be more as- 
sertive during the final months of 
former prime minister Prem Tin- 
sulanond before the July election. 

Adverse repercussions aside, la- 
bour's latest unified stand has given rise 
to some hope that the long-stagnated 
movement may finally be able to grow 
— and become a potent political force. 
Since Thailand's previous experiment 
with full democracy during 1973-76, 
when the labour movement thrived 
alongside student activism, the Thai 
union membership has stagnated at 
about 300,000. 

This was blamed on employer ex- 
ploitation in the private sector as much 
as stringent government control in the 
state sector. Aggravating the situation 
has been rivalry within the labour leader- 
ship. But given a more unified leader- 
ship and better political conditions today, 
the movement may be on the verge of 
beginning a new chapter. 
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‘Reform’ at gunpoint 


New parties proliferate as army continues crackdown 


By Bertil Lintner in Bangkok 


hen the then Burma Socialist Pro- 

gramme Party (BSPP) voted on 10 
September for a multi-party system and 
general elections, few outsiders were 
prepared to take that decision at face 
value. After the military takeover on 18 
September and the subsequent bloody 
suppression of opponents to the regime, 
even fewer foreign diplomats and Bur- 


mese seem convinced the country is en- | 


tering a new democratic era. 


Dissidents are still being arrested | 


and even summarily executed, even as 
new opposition parties emerge almost 
every day and register with the au- 
thorities in accordance with a new "Law 
on Organisations and Associations" 
promulgated on 30 Sept. 

Demonstrations are no longer al- 
lowed and there is even a ban on public 
gatherings of more than four people. 
The Burmese newspapers, which en- 
joyed a brief period of press freedom 
during the August-September cam- 
paign for democracy, is now under the 
same censorship as before the uprising. 
Newspaper staff are said to be working 
at gun-point, with army troops posted in 
editorial offices. 

Thousands of students are believed 
to be in hiding in Rangoon and other 
towns, waiting for an opportunity to 
carry out acts of sabetage. An estimated 
5-10,000 have gone to 





» The National League for Demo- 
cracy, registered on 30 September, is 
led by three of Burma's most prominent 
opposition politicians: chairman Aung 
Gyi, vice-chairman Tin U and general 
secretary Aung San Suu Kyi. This is 
considered the main opposition party. 

» The Democracy Party was set up on 
the same day and is led by Thu Wai, 


with Bohmu Aung — one of the legen- | 
| dary “Thirty Comrades” of the indepen- 


dence struggle in the 1940s — as its pa- 
tron. However, the party is seen as a 
creation by the fourth main opposi- 
tion leader, former prime minister U 
Nu. 

» The People's Democratic Party reg- 
istered on 4 October. Its 73-year-old 
chairman, Thakin Lwin, was a labour 
leader in the early 1950s and one of the 
founders of the now-defunct leftist 
Burma Workers and Peasants Party 
(BWPP). Another old BWPP associate, 
independence hero Aung San's younger 
brother Aung Than, is the patron of this 
new party. 

» The Democratic Front for National 
Reconstruction led by another BWPP 
veteran, Thakin Chit Maung. 

» The Unity and Development Party, 
led by Thakin Soe, who was leader of 
the now-defunct Red Flag Communist 
Party. He went underground in 1946, 





late leftist "Stable" leaders, Kyaw 
Nyein, is a prominent member of the 
“new” AFPFL. Its chairman, Bo Kyaw 
Nyunt, once belonged to Kyaw Nyein’s 
faction. 

Among the dozen or so other politi- 
cal parties, several are suspected of 
being created by the NUP to split the 
opposition and undermine the credibil- 
ity of illegal student and ethnic minority 
groups.,Of two youth organisations now 
registered as political parties, at least 
one, the People’s Youth Federation, is 
widely regarded as a NUP front. 
Among the new parties are also the 
Union Karen League and the 
Arakanese League for Democracy. 

The military authorities have said 
elections can be held “early next year.” 
But so far, no opposition parties have 
agreed to participate unless the govern- 
ment first frees all people taken into 
custody, announces the number of 
people killed and wounded in army 
crackdowns, and allows a free press and 
independent monitoring of the elections 
— demands which the military is un- 
likely to accept. 

Meanwhile, the old guard is building 
up anew repressive power structure, led 
by a number of “law and order restora- 
tion councils” at all levels of the admin- 
istration. In the states and divisions, the 
regional army commander is usually the 
chairman and in the townships and the 
wards the military has hand-picked 
civilians to carry out the new directives. 

While the top opposition leaders 
have been left more or less alone, the 
authorities have concentrated on arrest- 
ing and neutralising the second-rung ac- 
tivists to weaken the movement. Oppo- 
sition leaders also com- 





areas along the Thai and [ 
Chinese borders held by 
ethnic rebels, to get arms 
and military training 
(REVIEW, 20 Oct.). 
However, within the 
framework of the law, 19 
political parties have reg- 
istered so far with the 
authorities. But only a 
handful are of any signifi- 
cance: 
» The National Unity 
Party (NUP) has been 
since 29 September the 
new name for the old 
BSPP, which ruled Burma 
for 26 years under its 
former chairman Ne Win. 
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plain that their campaig- 
ners are being harassed 
and prevented from 
meeting potential voters 
— which hardly appears 
to be the prelude to free 
and fair elections. 

The most influential 
member of the 19-man 
“State Law and Order 
Restoration Council,” 
which was set up when the 
military took over on 18 
September, is not its 
chairman, Gen. Saw 
Maung, but its secretary, 
Brig.-Gen. Khin Nyunt. 
He heads the dreaded 
Defence Services Intelli- 





AP 





Ostensibly, the military 
has made the NUP an independent party. 
Its official recognition was delayed until 
14 October to allow the military, in ac- 
cordance with the new laws, time to dis- 
miss state-paid employees of the former 
BSPP and transfer its assets to the gov- 
ernment. But these changes seem purely 
cosmetic. The chairman of the NUP, 
Tha Kyaw, is relatively unknown but 
still an old BSPP hand. So are the other 
14 members of its new central committee. 








was captured by the Burmese army on 
13 November 1970 and released during 
a general amnesty in 1980. 

» The Anti-Fascist People's Freedom 
League (AFPFL) was the name of inde- 
pendent Burma's first ruling political 
institution and its re-creation draws fol- 
lowers from the "Stable" faction of the 
old party which broke with U Nu's 
“Clean” main faction in 1958. Cho Cho 
Kyaw Nyein, the daughter of one of the 
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gence (DSI), a highly effi- 
cient secret police. Khin Nyung in turn 
is considered to be under the strong in- 
fluence of Ne Win's powerful daughter, 
Sanda Win (REVIEW, 6 Oct.). 

The return of the DSI is probably the 
most worrying element in Burma's new, 
tangled political equation. During the 
six weeks of de facto "people's power" 
in August-September, the DSI network 
virtually collapsed and many of its 
agents were lynched by angry mobs. J 
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First offshore unit trust 
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JAPAN 


The power and the glory 


Media battle officials to open the chrysanthemum curtain 


By Nigel Holloway in Tokyo 


he Japanese media, despite its great 

power and influence, has failed to 
penetrate the imperial household. AI- 
though Emperor Hirohito declared 
soon after the end of World War II that 
he was no longer divine and became 
merely the symbol of state rather than 
its head, the Imperial Household 
Agency has drawn a tight "chrysan- 
themum curtain," named after the royal 
family's emblem, around the emperor's 
private life. 

When, three days before the em- 
perors intestinal operation in Sep- 
tember last year, the Asahi Shimbun 
newspaper reported that the emperor 
was seriously ill it was the first time such 
information not officially released had 


AFGHANISTAN 





ever been made public. The Japan 


Newspaper Publishers’ and Editors’ As- | 


sociation said that it marked “a new era 





in mass media coverage of the em- | 


peror.” This has proven to be prema- 
ture. Journalists say that nothing has 
changed in the relationship between the 
agency and the press. The chrysan- 
themum curtain remains tightly drawn. 

Since Hirohito’s health took a turn 
for the worse on 19 September, the 
struggle between the imperial officials’ 
desire for secrecy and the news media’s 
search for a story has reached slightly 
absurd proportions. About 1,000 jour- 
nalists have been assigned full-time to 
cover the emperor’s failing health. Tele- 
vision cameramen of the state-run 


A rearguard action 


Retreating Soviets step up search for political settlement 


By Sophie Quinn-Judge in Moscow and Husain Haqqani in Peshawar 


oviet First Deputy Foreign Minister 

Yuli Vorontsov’s appointment as 
ambassador to Kabul may signal a new 
effort to smooth the transition of power 
in Afghanistan and salvage something 
from the Geneva agreements. While 
some Soviet observers view the post as a 
demotion for Vorontsov, he retains his 
ministerial rank and will actively search 
for political compromise. 

The Moscow press has not been hid- 
ing the fact that their Afghan allies are 
having a difficult time holding their 
own, following the completion of the 
first phase of the Soviet troop with- 
drawal. A report in Pravda on 29 Sep- 
tember put overall rebel strength at 
168,000 men, with 70,000 of them ac- 
tive. The opposition controlled 16 dis- 
tricts and all of Bamian province, west 
of Kabul. Pravda now speaks in terms 
of government control of provincial 
centres rather than entire provinces. 

More recently, on 15 October, 
Pravda’s Kabul correspondent hinted 
that the Soviets are attempting to 
deal directly with the northeastern op- 
position commander Ahmad Shah 
Masood, who controls the vital Salang 
Pass by which Soviet troops must exit 
Kabul. The writer described a meeting 
at the pass with Masood’s men and an 
abortive attempt to interview their com- 
mander. While Soviet batteries re- 
mained along the highway, Masood's 
men controlled 19 out of 20 villages at 
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Japan Broadcasting Corp. (NHK) 
camped outside Crown Prince Akihito's 
palace in Tokyo and on some days up- 
dates of Hirohito’s condition were 
broadcast every hour. 

Yet during this time, the household 
agency released only the barest details 
on Hirohito's condition: a bulletin three 
times a day giving his temperature, 


| pulse, blood pressure and respiration 


readings; details of blood loss and trans- 
fusions; a few quotes of what he may 
have said. Any further information has 
had to come from Hirohito's physicians, 
whom newsmen interviewed as they left 
the palace. 


he household agency has consis- 

tently denied that the tumour found 
during the emperor's operation last year 
was malignant. A doctor who tested the 
tissue has since said it was, a fact re- 
ported recently only by the Asahi Shim- 
bun and Kyodo News Service, a 
cooperative of the main newspapers and 
the NHK. Japanese usually are not told 
if they have a terminal illness, but this 


ing table. According to reports from 
Kabul, he said he would not support at- 
tempts by the People's Democratic 
Party of Afghanistan (PDPA) to hang 
on to power. He himself would resign 

rather than fight to retain office. 
Sharq, a former ambassador to 
India, is the highest ranking non-PDPA 
official in President 





the southern end of 
Salang and were stopping 
government trucks to dis- 
tribute part of what they 
confiscate to local people, 


who were “deprived of 
deliveries of food and 
other goods.” 


The second phase of 
the Soviet troop with- 
drawal is due to begin in 
November and will be 
completed by 15 Feb- 
ruary. Despite very pes- 
simistic assessments as to 
what will follow their de- 





^. 
Najibullah. 





Najibullah's government, 
inducted into office as 
part of a Soviet-sup- 
orted attempt to 

roaden the base of the 
Kabul regime. This has 
since been stalled by the 
refusal of mujahideen 
leaders to join any coali- 
tion which includes com- 
munists. 

Sharq said he was pre- 
pared to enter dialogue 
with “the opposition” 
without preconditions but 
added there could be no 
more concessions. His re- 





parture, including talk of 
a “second Lebanon,” there is still no 
sign that the Soviets are seriously con- 
sidering a change in plans. The Defence 
Ministry’s Red Star newspaper said on 
27 September that Pakistan and its 


| backers wanted to create a situation 


where Moscow would be forced to sus- 
pend the withdrawal. But, it said, "the 
USSR and Afghanistan retain the hope 
that all the opportunities . . . to make 
the new Pakistan leadership aware of its 
entire responsibility and draw the 
necessary practical conclusions have not 
yet been exhausted." 

Afghan Prime Minister Mohammad 
Hasan Sharq, meanwhile, has admitted 
the failure of the Afghan communist 
party in securing popular support and 
forcing Islamic guerillas to the negotiat- 





marks came on the eve of a PDPA meet- 
ing scheduled to debate Najibullah's 
failure to end the nine-year-old war. 
Sharq is expected to take over as presi- 
dent if a new Soviet-backed interim gov- 
ernment is formed to hold coalition 
talks with the mujahideen. 


slamic guerilla leaders say they are 

waiting for completion of the Soviet 
withdrawal before beginning their main 
military thrust, but are keeping up their 
pressure on towns and remaining gov- 
ernment garrisons. 

Although on paper the Afghan army 
comprises 120,000 men, defections, de- 
sertion and casualties have left no more 
than 40,000 conscripted soldiers, ac- 
cording to Western and Pakistani mili- 
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hardly explains the non-reportage in 
Hirohito's case as all news he receives is 
carefully screened first by the house- 
hold agency. 

Local journalists suggest that impe- 
rial household officials are secretive be- 
cause they wish to preserve some of the 
mystique that has traditionally sur- 
rounded the throne. It is said that the 
eight or 10 most senior chamberlains 
(other than the recently appointed 
grand chamberlain) are determined to 
Obstruct those in the household agency 
who want more openness. 

The general svstem by which the 
government disseminates information, 

. through a club of journalists attached to 

‘| each ministry, helps the household 
“agency control what news on Hirohito 

4 gets out. Any member who flouts the 

| rules is ejected from the club. Although 

"newsmen have put unremitting pressure 
on the imperial household to open up 
more to the mass media, this has not 
surfaced in the form of public criticism 
of the agency. 

Instead, it has been the media that 


tary analysts. The military element of 
Wad (previously known as Khad), the 
KGB-trained secret police which 
Najibullah headed before becoming 
president, is thought to have about 
30,000 troops, committed members of 
the PDPA, who are now the mainstay of 
the government’s defence. 

Although the mujahideen have cap- 
tured a large number of military posts 
and garrisons, they have not yet held on 
to any major city — a fact cited by the 
regime to support its claim that it could 
hold out much longer than expected 
after Soviet withdrawal. Resistance 
Sources say they have deliberately 
avoided taking control of major towns. 
Populations in most Afghan towns have 
swollen with people fleeing battle zones 
in the countryside. 

The guerillas want to avoid heavy 
civilian casualties from heavy fighting 
(or bombing by Soviet-based aircraft, as 
happened when the mujahideen briefly 
took Kunduz), and also let Kabul take 
the blame for food and other supply 
shortages. Contrary to Red Star's ac- 
cusations, they also worry that the fall of 
major cities could prompt the Soviets to 
stay on, making it more difficult to get a 
settlement of their choice from a be- 
leaguered Kabul. 

In the case of Afghanistan's second- 
largest city Kandahar, guerillas are 
keeping up pressure on its Wad defen- 
ders. But mujahideen leaders in 
Peshawar have decided not to try to cap- 
ture Kandahar immediately, mainly to 
avoid a serious rift in their own ranks. 
The city is a stronghold of Pathan Dur- 
rani tribes, several of whom favour the 
return of the exiled former king, Zahir 
Shah. But the king is vigorously op- 
posed by strongly Islamic guerilla 
groups.in other parts of the country. m 
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has come under attack from both Right 
and Left. The pro-imperialist Right says 
the media has not been respectful 
enough in its coverage of Hirohito's ill- 
ness. The Left says the media has been 
excessively deferential in its reporting 
where the emperor is consistently refer- 
red to not by name but as zenno heika, 
which means “his majesty the emperor, 
son of heaven." Massive coverage has 
been given to the thousands queueing to 
sign get-well messages outside the 
palace, almost none to those who op- 
pose the monarchy as an institution or 
Hirohito himself, except in Akahata, 
the communist party newspaper. 


Whois derive some consolation 


tacked by both the Left and Right, their 
problém remains the Imperial House- 
hold Agency itself. The agency has a 
rule that television footage of the royal 
family at informal gatherings can only 
be aired without a sound track. Photo- 


graphs of the emperor within the palace | new emperor. 
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| familiar figure for a while after the wa 
hile newspapers and television | 
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tinguished from the emperor's insignia. 


from the fact that they are being at- | ited the US in 1975. On his return: h 


| described the atom bomb dropped on 

















are strictly controlled. A cameraman. 
selected from among the press photo- 
graphers is assigned temporarily tothe- 
household agency and the photos then - 
loaned to news organisations. ; 

Controls on imperial coverage were 
much stricter before. 1945 
maximum sentence for articles "feared 
to desecrate the sanctity of the imperial 
family" was two years in prison. The 
chrysanthemum emblem could not be 
used as a prop in films and-no flower 
crest of between 12 and 25 petals was 
permitted unless it could easily be di 







Although Hirohito became amor 


he only gave a handful of televised pres 
conferences just before and after he vi 


Hiroshima in 1945 as "inevitable". = 
and that was the last time Hirohito met 
the press in this way. The chrysan- 
themum curtain is only likely to open - 
slightly, if at all, with the accession of a. 
EH 


Carping about Cam Ranh 


Hanoi is unhappy over Moscow's offer on the base 


By Murray Hiebert in Bangkok 

He: appears to have been dis- 
pleased with Soviet leader Mikhail 

Gorbachov's offer to abandon the 


American-built Cam Ranh Bay naval | 
base in Vietnam if the US shuts down its | 


military bases in the Philippines. Since 


Gorbachov's offer in mid-September, | 


Vietnamese officials have repeatedly 
stressed in press interviews and discus- 
sions with foreign diplomats that Cam 
Ranh is not a Soviet base which Moscow 
can close in a deal with the Americans. 
"We detected some sensitivity and 


dissatisfaction," said one Western dip- | 


lomat in Hanoi who talked with Viet- 


namese officials shortly after Gor- | 
bachov's 17 September proposal. "The | 
Vietnamese feel it’s up to Vietnam, not | 


the Soviet Union, which has access to 
Cam Ranh." 

One of Vietnam's main sensitivities 
centres around who controls the base. 
"Cam Ranh is a port of Vietnam," For- 
eign Minister Nguyen Co Thach told the 
West German newspaper Handelsblatt 
on 20 September. “Vietnam has agreed 
to allow the Soviet naval force to use 
Cam Ranh as a station for material and 
technical supply." 

Thach also said the Soviets could 
only negotiate their presence at the 
base, not the future of the facility, with 
the Americans. "It's the sovereign right 
of the Soviet Union to hold talks with 
the United States on ending the Soviet 
naval ships' call at Cam Ranh and on the 
elimination of the US bases in the 
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Philippines," Thach said, according to- 
the Vietnam News Agency. ] 
Gorbachov's offer “raises the: 
spectre of Vietnam's interests being- 
sold down the river,” observed a dip- 
lomat in Bangkok. “Cam Ranh repré- 
sents a concrete [Soviet] commitment to 
protect Vietnam from China,” he said, 


| referring to the tense relations between 


Vietnam and China, who fought a bor- 
der war in 1979 and clashed briefly this: 


| March in the contested Spratly Islands. 


But Thach played down differences” 
between Moscow and Hanoi in an inter- 
view with Agence France Presse ot 23 
September. "We were not annoyed by: 
this offer, which we had discussed with 
the Soviets," Thach said about Gor- 
bachov's offer. 

The US Defence Department says 
that Cam Ranh is the Soviet's largest 
warm-water naval base outside the 
Soviet Union, serving up to 25 ships, 
and a half dozen submarines. Thai and 
diplomatic sources in Bangkok report 
that access to the facility by Vietnamese 
military personnel is limited and that 
the Soviets have added six floating piers 
and two floating dry docks. 

Hanoi's frustration with the Soviet 
Cam Ranh offer comes amid signs of- 
other strains in Vietnam's relations with 
its Soviet ally. Soviet-bloc diplomats in | 
Hanoi and Phnom Penh report that 
Vietnam was irritated with Soviet pres- : 
sure to withdraw a large contingent of 
its troops from Cambodia this year. W 
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The road ahead for 
Pakistan and its army 


akistan is not yet a democracy. 

Stuck in a revolving door between 
unpopular generals and incompetent 
civilians — or in the case of the late 
former president Zulfikar Ali Bhutto, 
perhaps an excessively competent civi- 
lian — the name Pakistan is synonym- 
ous with political instability. 

Some say Pakistan was born to self- 
destruct. Others trace instability to the 
influence of Islam, while still others find 
it easy to blame the foreign hand for 
Pakistan's problems — though some of 
the latter have not been above asking 
the US for help, over the years since 
Bhutto's hanging, in giving the recent- 
ly killed president Zia-ul Haq the push. 





Bhutto's daughter Benazir, would not 
emerge as Pakistan's next leader. He 
was confident that the politicians would 
cancel each other out, as they had so 
many times in the past, giving the army 
a little more time to find the “right type” 
of civilian leader. 

Zia was less sensitive to the reality 
that any politician who sought or re- 
ceived such a blessing would be discre- 
dited and that as long as the military view- 
ed politics and politicians with con- 
tempt, the “right type” of Pakistani 
would never pursue a political career. 

But Pakistan’s civilians carry their 
own burden. With an appeal based on 
either demagoguery or feudal power, 





trinaire, foreign-trained amateur Marx- 
ists — the stereotypes are thick enough 
to cut with a knife. They view the army 
as an alien imposition on their natural 
right to rule. I think that underlying 
their contempt for Zia and the armed 
forces is their recognition that the army, 
not Pakistan’s thin political upper crust, 
more truly represents Pakistani society. 

But Pakistani politicians are learning 
their trade. The limited elections and 
polling which have taken place demon- 
strate that public opinion conforms to a 
classic bell-shaped curve. Radicalism of 
the Left and Right holds little attrac- 
tion. The parties are responding by 
rushing to the political centre. If the 
process continues, November's elec- 
tions are likely to produce a centrist 
(perhaps coalition) government which 
the army can and should regard as 
representative. 

Of course Pakistan's leading political 





The truth is not quite as 
dramatic, but is far more 
interesting. Pakistan stum- 
bles on because its politi- 
cians have never put down 
roots, which would give 
their parties a degree of 
stability and coherence 
and, in turn, would allow 
them to govern effectively. 
Further, most Pakistani 
politicians have only the 
dimmest understanding of 
their own army and howto 
avoid repeated military 
intervention. 

As for the army itself, 
Pakistan's generals were 
taught as cadets to view |p. 
politicians with  scepti- 








` pst 
Army honour guard carries Zia’s coffin after the crash. 


"party," the army, re- 
mains regionally unrepre- 
sentative. The Punjabi 
domination of the army 
also means Punjabi domi- 
nation of national politics. 
Sindhis, in particular, are 
not welcomed into the 
brotherhood of arms. 


owever, middle-class, 

devout Zia was more 
truly reflective of the na- 
tion than the Oxbridge 
crew that derided him. He 
was also politically shrew- 
der — shrewd enough to 
discourage me from writ- 
ing his political bio- 
graphy. “Ah,” he told me 








cism and take a worst- 
case view of Islamabad's admittedly 
grim strategic environment. Put these 
factors together and you have a formula 
for continued military intervention, but 
you also have a clear route out of Pakis- 
tan's political maze. A golden opportu- 
nity is at hand for Pakistan, but we must 
first address a few myths. 

While I was waiting to see Zia in 
July, one of his senior military aides 
came in for a chat. He was curious about 
me, having read my book on the army, 
which is banned in Pakistan. Know- 
ingly, the colonel informed me: “We, 


the army, want democracy — it's just 
that Pakistan isn't ready for it." 
This contempt for politicians, 


coupled with a genuine admiration for 
democracy, permeates the military. Zia 
himself embodied this ambivalence; we 
often talked about the damage that mili- 
tary rule was doing to the army, and he 
freely acknowledged that it hurt their 
professionalism. But where were the re- 
sponsible, trustworthy politicians? 
More out of resignation than anger, 
he said ^"Ms-chief," his name for 
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they have done much to earn the army's 
contempt. 

Some of the least savoury are the 
born-again generals on the Right who 
have turned to politics. When they were 
on Zia’s side, they freely expressed their 
contempt for the "politicians, poets and 
professors — communists, all of them" 
whose support they now seek. And so 








6 Pakistan's civilians carry their 
own burden. With an appeal 
based on either demagoguery or 
feudal power, they have done 
much to earn the army’s 

contempt. 








many believe that if they pull the correct 
levers, their former subordinates will 
jump. They may be correct, but it is my 
experience that serving army officers 
have contempt for generals who enter 
politics, especially at the top. 

Over on Pakistan's "Left" — a col- 
lection of landed aristocrats and doc- 


xe E. 





in July, “when leaders in 
our part of the world start getting their 
biographies written, bad things hap- 
pen.” Well, Zia did not get his biography 
written and a terrible thing did happen to 
him: he died in a still unexplained air- 
craft explosion and crash with the 
American ambassador and a number of 
distinguished Pakistani generals, includ- 
ing the soldier-scholar Sadiq Saliq. 

I was astonished and repelled at the 
way the international media eagerly 
sought to pin responsibility for Zia's 
death on a number of likely and unlikely 
candidates, and how little the media 
cared about the political and strategic 
implications of his death. They turned 
him into a demon or, in the rightwing 
press, a saint. And the media were de- 
termined to find yet more demons. 

We still do not know the cause of the 
crash and further delay in releasing the 
crash report will fan more speculation, 
but three things are clear now: 

» Zia's historic strategic contribution 
was his role in reversing Soviet expan- 
sionism. Leaving aside tired rhetoric 
about the “defence of the free world,” 
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he saw early that Pakistan's own survi- 
val depended upon the departure of the 
Soviets from Afghanistan. He took 
steps to counter their presence even be- 
fore he received US support. I do not 
think he took seriously the idea of im- 
posing a pro-Pakistan Government on 
Kabul, but he certainly wanted to have a 
voice in the successor regime — as have 
all South Asian governments from the 
time of the Moghuls. 

> Zia's contribution to Pakistan's 
domestic politics was, on balance, a 
positive one. He was too slow in moving 
towards a more open and democratic 
society but when he died, Pakistan was a 
considerably freer country than it had 
been for many years. He may not have 
moved as fast as most Pakistani intellec- 
tuals wanted him to move — though he 
certainly moved faster than many gen- 
erals thought he should — but there is 
now no political vacuum in Pakistan, 
nor is there an heir-apparent strongman 
or even a serious army claim to political 
power. 

» Zia'shandlingofthe army will, in re- 
trospect, be seen as a major factor in the 
restoration of democracy in Pakistan. 
He had, after all, been appointed by the 
late Bhutto to re-professionalise the 
army. Despite Zia’s coup and his mili- 
tary government's arrest and execution 
of Bhutto, the constitutional shenani- 
gans and the terrible domestic plagues 
of narcotics and ethnic violence that 
have beset Pakistan, Zia stuck to his ef- 
fort to reform and rebuild the army. It is 
not only better equipped now, but it is 
better respected and better trained than 
in 1977 and is acutely aware of its own 
strategic and political limitations. 

What Zia has left behind is a diverse 
group of relatively centrist political par- 
ties, a lively press, a vigorous judiciary, 
a revived academic community and a 
solid international position. Pakistan's 
political, military and administrative in- 
stitutions are still weak but they are far 
more developed than those of any Mid- 
dle East country except Israel and, in 
some ways, not that far behind India's. 

What we will see in Pakistan over the 
next six months or so is the “Indianisa- 
tion" of Pakistani politics: there will be 
a degree of squabbling, jockeying, scan- 
dal, tension and surprises, but the mili- 
tary will stay out of public affairs. 

Zia’s legacy is the possibility of 
democracy. He will receive no credit in 
Pakistan if the country does manage its 
affairs in a dignified and orderly fash- 
ion. But he cannot be blamed for the 
shortcomings of those civilians and sol- 
diers who succeed him. 





Stephen P. Cohen teaches political 
science at Illinois University, Urbana. 
Author of The Pakistan Army and The 
Indian Army, Cohen served on the US 
State Department's policy planning 
staff from 1985-87. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 








"The moon phase calender" 


1735 


BLANCPAIN 






There is still no Blancpain “collection” as 
such. The same case houses each of the 
six “masterpieces” of the art of watch- 
making developed by Blancpain. 


= Each watch is assembled, polished and 
E sA finished by hand by the individual watch- 
= E maker. 
2S E. Only about a dozen watches, each indi- 
ES| E vidually signed and numbered, daily 
zzz E leave the workshops of Blancpain — the 
EES Z oldest watch name not only in Switzer- 
mug B land, but also in the world. 


29 

















^ra + 


is : SA i UN Ue d : 
Sinhalese victims of a Tamil massacre: scaring off voters. 








SRI LANKA 





The militant factor 


Presidential candidates woo Sinhalese underground groups 


By Manik de Silva in Colombo 


residential hopeful Sirima Ban- 

daranaike, whose party is often ac- 
cused of consorting with Sinhalese sub- 
versives believed to be behind the cur- 
rent wave of violence in the south, fears 
the government may use the political 
killings as an excuse to postpone De- 
cember's presidential election. She has 
warned that if it does so, the opposition 
will take to the streets in a massive show 
of protest. 

Apart from the strikes and murders 
in the south, generally ascribed to the 
Janatha Vimukthi Peramuna (JVP), 
nearly 10,000 schools gripped by stu- 
dent agitation have been closed and 
most of the universities, which were 
opened for classes for a short while, have 
closed again. The Inter-University Stu- 
dents’ Federation supports Ban- 
daranaike, a former prime minister who 
heads the Sri Lanka Freedom Party 
(SLFP), for the presidency. 

Violence is also still widespread in 
the Tamil-dominated north where the 
Liberation Tigers of Tamil Eelam 
(LTTE), the dominant Tamil separatist 
group, is determined to wreck the 19 
November provincial council election 
for the newly merged North-East Pro- 
vince. The LTTE and the best estab- 
lished of the Tamil political parties, the 
Tamil United Liberation Front 
(TULF), will not contest the elections, 
the TULF saying the LTTE has made it 
impossible for a non-violent group like 
itself to contest. The LTTE has 
threatened reprisals against govern- 
ment officials who help run the elections 
and there is little doubt that voters will 
be scared off from going to the polls. 

In the campaign for the presidential 
| election, both Bandaranaike and Prime 





Minister Ranasinghe Premadasa, the 
ruling United National Party's (UNP) 
candidate, have found common ground 
on the presence of the 50,000-strong In- 
dian peace-keeping force which was 
called into the north and east in July 
1987 to quell the Tamil guerillas. Both 
are committed to the withdrawal of the 
Indians. Bandaranaike wants the con- 
troversial accord that brought them in 
to be scrapped while Premadasa wants it 
replaced with a treaty of friendship and 
cooperation. 

Premadasa believes that one ot his 
best assets in the current campaign is 
that he has the common touch: he does 
not come from the landowning or pro- 
fessional elites from which Sri Lanka 
has traditionally chosen its leaders. In 
his 10 years as prime minister he has cul- 
tivated various interest groups among 
the clergy, artists and sportsmen, and 
through a massive public housing pro- 
gramme has kept a high public profile. 


B: the UNP's decade in power has 
also provided the opposition with 
handy election ammunition. The cost of 
living and inflation is up, and law and 
order has deteriorated sharply. Ban- 
daranaike is also fond of saying that 
when she handed over the government 
to the UNP after her 1977 election de- 
feat, Colombo ruled all the island, yet 
now India was running the north and 
east and lawlessness in the south was 
rife. 

The government has often accused 
the SLFP of consorting with the JVP to 
topple the government — the SLFP has 
offered the JVP three ministries in the 
government it hopes to form. But 
though the SLFP claims that the JVP is 





an 





among eight opposition parties backing 
Bandaranaike, the JVP itself, which has 
been underground since 1983, has not 
publicly said where it stands. 

Both candidates realise that JVP 
support can be helpful. Premadasa and 
Bandaranaike have said there is no 
proof that the JVP is behind the current 
violence and indeed an organisation 
calling itself the Deshapremi Janatha 
Viyaparaya (DJV, or Patriotic People's 
Organisation) has generally been shown 
to be responsible. But the DJV is gener- 
ally believed to be the JVP acting under 
another name. 

Premadasa, who released a number 
of JVP detainees in a conciliatory ges- 
ture several weeks ago, appears to now 
believe that he made a tactical mistake. 
The current thinking in the UNP is that 
many voters distrust the SLFP's links 
with the JVP and this could work to the 
UNP's advantage. 

Premadasa is also pushing ahead 
with a poverty-alleviation programme 
under which he is pledged to give Rs 
2,500 (US$76) a month over two years 
to 1.4 million families now on food 
stamps. About half this sum is expected 
to be set aside as savings to amass Rs 
25,000 per family at the end of that 
period. Premadasa believes families will 
be able to use this as capital to help 
themselves. 

When former finance minister Ron- 
nie de Mel, who quit the UNP to join the 
SLFP earlier this year after 10 years 
with the government, wondered where 
the money would come from, Pre- 
madasa said: “I would like to ask our 
former finance minister how he got Rs 
50 billion which was spent on defence 
since 1983. If that money had been 
made available to tackle poverty, we 
could have given Rs 25,000 not only to 
the food stamp families but [to] a great- 
er number.” 

There is still no indication whether 
the United Socialist Alliance (USA), a 
grouping of the old Left parties, and the 
Sri Lanka Mahajana Pakshaya (SLMP), 
which broke away from the SLFP, will 
field a candidate for the presidential 
election. Bandaranaike’s younger 
daughter, Chandrika, who heads the 
SLMP, will not contest and is unlikely to 
figure in the campaign as she has lived 
in England since February when her 
politician-filmstar husband Vijaya 
Kumaranatunge of the USA was assas- 
sinated. 

The UNP is ensuring the support of 
the “Indian Tamils,” who are stateless 
people of recent Indian descent. It plans 
legislation which will confer citizenship 
on several thousand of them. How the 
indigenous “Jaffna” Tamils, who have 
lived in the north and east for hundreds 
of years, will vote is an open question. 
While neither candidate can expect 
their support en bloc, the minorities 
may well tilt the scales in a situation 
where the majority Sinhalese vote is 
more or less divided. 
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Flying may have lost the elegance of the Twenties. 


Writing, however has regained it. 

The flying boat. The gin sling. The 18 day flight. Faded memories of a 
more romantic age. 

The Parker Duofold was destined to remain just another, until our 
centenary gave us the excuse to recreate this classic. 

Like its predecessor, today's Duofold Centennial has a nib that is cut 
from a sheet of gold, and is. as always, slit by hand. 

The casing too is produced exactly as it was in the Twenties, by 
machining from a solid block. 

In only one respect does the Duofold Centennial depart from its forebear. 
Inside you will find the most advanced ink flow system ever designed. 

The result is that today's Duofold can be expected never to leak. Even 
if you take it up in an aeroplane. 

Which these days, may be the only way left to put some of the glamour 


back into flying. 
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THE BEAUTY OF THE PHILIPPINES 





€ The genteel gilded harp. In the hushed turn-of-the-centu 

uim elegance ofa — ambiance of Casa Manila in Intramuros. You 
bygone eraliveson. think you were in another place and time. 

In the graceful tinkle of a On Philippine Airlines, the old world charm. 

piano’s ivory keys. In the celestial strings of a colonial Manila shines through in the gracio 
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rvice of our flight stewardesses Trish, Pia and 


ig-ling. So classic, you'll be transported back 
time. 
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Does your bank only deal in a fraction 
of the world's currencies? 
ae 
JUST HOW GLOBAL 
: IS YOUR 
PRESENT GLOBAL 
e TREASURY SERVICE? erii ior 
Many banks may claim to be global, but when it 
a comes to solving treasury problems their world can begin to 


feel very small. 
No other bank can offer a more comprehensive 
¥ package for your treasury needs than Barclays. 
Today our business is a truly global one. 
We offer everything from Foreign Exchange 
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global nature of our treasury service, we have named it 
Global Treasury Services. 
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[V. P. Singh; Gandhi: ‘catcher... and thief.’ 
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INDIA 


Hammered together 


Opposition merges but wars of ambition have erupted 


By Rajendra Sareen in New Delhi 


hree centrist opposition parties 

announced their merger on 11 Oc- 
tober in what could be the most serious 
threat to Congress party rule in over a 
decade. But despite its exuberant 
claims, the merger is by no means a 
happy one. Personality clashes, driven 
by ambition, may lead to some leaders 
breaking away and a fourth party, which 
had originally proposed the merger, has 
backed out. 

The head of the new party, the 
Janata Dal, is V. P. Singh, whose Jan 
Morcha movement is more a social re- 
form group than a political party and 
whose stand against corruption has 
caught the imagination of many. He 
said the new party was the embodiment 
of popular hopes for “a change in 
India’s political system to bring about 
the eradication of poverty and other so- 
cial evils.” The other parties involved in 
the merger are the Lok Dal and Janata 
Party (JP). 

In the first flush of merger, the 
rhetoric was extravagant. Former Kar- 
nataka chief minister R. K. Hegde of 
the JP said that “if the people of India 
have identified Mr Rajiv Gandhi as a 
thief, Mr V. P. Singh has been recog- 
nised all over the country as the man 
who catches thieves.” And his success- 
or, S. Bommai, compared the new party 
to the birth of Lord Krishna which spell- 
ed the doom of his uncle Kansa in the 
Indian epic, Mahabharata. 

Leaders of the Congress, zeroing in 
on the dissent, have predicted it will go 
the way of the JP, then leading a coali- 
tion, which formed the government 
from 1977-80, and was torn apart by in- 
ternal clashes. Noting the dissent and 
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that the parties had not yet formally 
merged, K. N. Singh, a Congress gen- 
eral secretary, described the merger an- 
nouncement in Bangalore as "just . . . 
eyewash." 

Corruption and scandal may have 
cost the Congress some credibility, but 
its organisation machinery and spread 
of patronage give it an edge because of 
the opposition disunity. So ugly was the 
squabbling preceding the announced 
merger that Hegde had to dwell on the 
need for "emotional integration" of the 
merging parties. He too saw it fit to 
point out that the JP coalition broke up 
in 1979 because of "separate identities, 
quota system for distribution of offices 
and veto powers claimed by merging 
units." 


Haryana chief minister, has con- 


ceded that from among the merging par- | 


ties, “some people have opted out of the 


new party while some others have had to | 
| best, however, they will get a four-party 


be left out." He is resigned to this inevita- 
bility. “We break up to make up,” he said. 

An abundance of self-interest 
swirled around negotiations leading to 
the Janata Dal’s formation. The Left- 
leaning Congress (Socialist), which 
originally proposed the merger, has 
opted to stay out because it sees merger 
bringing little profit to itself in Kerala 
where it is strongest and where it must 
compete with the ruling Communist 
Party of India—Marxist (CPI-M) for 
power. 

The critical factor in that state would 
be an understanding with the CPI-M, 
not with the other parties, whose con- 
stituencies are largely in the north and 











would therefore be of little use to Con- 


gress (S). Indeed, Congress (S) secret- 
ary-general K. P. Unnikrishnan has de- 
nounced the merger as political “bos- 
sism,” meaning domination by the 
northern parties. 

The personal ambitions of some 
leaders in the other three parties may 
also lead them to stay out of the Janata 
Dal and possibly to re-join the ruling 
Congress, which they had once been 
members of. Among them is Lok Dal 
president H. N. Bahuguna, whose 
strength is his ability to summon finan- 
cial resources. He is known to dislike 
being in any organisation where he is 
not a leader, and is likely to strike out on 
his own until the Congress re-admits 
him. Similarly, Ram Dhan of Jan 
Morcha is against the merger and may 
also revert to the Congress in which he 
was a general secretary until last year. 

For the moment, prominent JP offi- 
cial Chandrasekhar has gone along with 
the merger though he tried to get the 
merger announcement put off. Only 
time will tell whether his inclusion will 
be disruptive. There is no certainty that 
he is reconciled to the direction the 
merger has taken under Devi Lal and 
Hegde, both of whom he detests, and he 
could be biding his time before making a 
bid for power. 

In all probability, the Janata Dal will 
now join the National Front, which was 
announced on 26 July to coordinate the 
electoral programmes of the opposition 
parties (REVIEW, 1 Sept.) At the 
launch, Lok Dal, Jan Morcha and the JP 
were members as individual parties, but 
they may now wish to join as a merged 
party instead. 

Congress (S) is also in the National 


| Front along with the regional Assam 
| Gana Parishad, the Dravida Munnetra 


Kazhagam of Tamil Nadu and the 
Telugu Desam of Andhra Pradesh, 
whose chief minister, N. T. Rama Rao 
was the prime mover in the front's for- 
mation. The front proposed to coordi- 


| nate opposition strategy at parliamen- 
| tary level while allowing individual par- 
ven Devi Lal of the Lok Dal, the | 


ties to pursue their own paths in state 
elections. 

Supporters of the Janata Dal had 
hoped that with its emergence would 
come a two-party political system. At 


system: the Congress, the National 
Front, the parties of the Left that have 


| banded together in the Left Democratic 


Front and the rightist Bharatiya Janata 


| Party. 


The opposition can create difficulties 
for the Congress in an election if they 
are able to come to an understanding 


| that at least 400 out of 542 seats for the 
| Lok Sabha, the lower house of parlia- 


ment, will be straight contests between 
the Congress and any one of the opposi- 
tion fronts. All the opposition parties 
are one in their antipathy towards the 
Congress but mutual antagonisms are 
equally strong. 
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| CHINA| 


Dumping of ideology undermines the party's legitimacy 


Helmsmen's lost bearings 


By Robert Delfs in Peking 


The Chinese Com- 
| munist Party (CCP) is 
facing a crisis. Public 
4 confidence in the 
24 leadership is ebbing 
with each rise in 
"J the retail price in- 
dex, compounded by 
ment over official cor- 
ruption, which now is even compared — 
in the public mind at least — to the last 
years of Kuomintang (KMT) rule in the 
late 1940s. 

There is a growing suspicion that 
China's ruling party has lost its way. 
Prospects for further reform now ap- 
pear blocked for the next year or so at 
least, but the problem is not so much 
conservative opposition as it is the in- 
tractable reality of China's under-de- 
veloped political and legal systems. 

Traditional methods of mobilisation 
and ideological education have failed to 
eradicate corruption within the party or 
halt the slide in the party's social influ- 
ence and prestige. This has led to an un- 
precedented re-examination of the na- 
ture of the party and its role 
among party members from 
the top leaders to the grass- 
roots. 

“The problem is not 
ideology — we are all flexi- 
ble and pragmatic about 
ideology now," one 
economist said. “The chal- 
lenge is whether the party is 
capable of leading the coun- 
try. There is already doubt 
among the people, and it is 
rising. The real issue is the 
legitimacy of party rule." 

It was the social chaos of 
the 1966-76 Cultural Revolu- 
tion and its aftermath that 
made Chinese leader Deng 
Xiaoping's reforms possible 
and necessary. The party — 
even members who funda- 
mentally disagreed with 











A 
volutionary poster: slogans no longer work. 


pre-1949 local elites had been destroyed 
or absorbed in the first decade of com- 
munist rule, and the surprising ease with 


which the military was eased back from | 


the prominent role it acquired after Lin 
Biao's attempted coup in 1971. 

But now the party seems to be losing 
the game it thought it had won. The old 
methods for unifying opinion and 
mobilising action no longer work. The 
party faces no organised challenge, but 
its authority is eroding because it is be- 
coming increasingly irrelevant to 
people’s lives. 

“Revolutionary slogans can no 
longer inspire people’s spirit as before,” 
lamented Qi Xiangan in the Guangming 
Daily in July. “The influence of model 
heroic figures has declined. In the past 
period, which was full of revolutionary 
enthusiasm, revolutionary slogans 


played a great and wonderful role in in- 
spiring and mobilising people. People 
used to pay attention to every important 
article expounding the party’s line, prin- 
ciples and policies. We still have plenty 
of slogans, long reports, and long arti- 





duced the party-controlled state sector’s 
monopoly of economic power. Within 
state enterprises, management reforms 
have begun to reduce the real power of 
the party secretary and undermined the 
party’s prestige. 

“Party members used to be ‘the first 
to bear hardships and the last to enjoy 
comforts’,” a Peking teacher said. “But 
now it’s the opposite. They think that 
they have been fools to deny themselves 
all these years, so now all they do is 
take, take, take.” 

In some rural areas, the party has lit- 
tle presence except as a collector of 
grain quotas and enforcer of family 
planning. But even then, local cadres 
can evade grain quotas and have extra 
children, according to an investigation 
in Henan province reported last month 
in the Agricultural Daily. “These days 
when some people have power, they 
have influence,” local peasants were 
quoted as saying. “They can win law- 
suits, get things ordinary people can't, 
and live a grand and flashy life.” 

More than 150,000 party members 
m have been expelled for cor- 








ruption since 1983. Last 
year, 20,000 party members 
were expelled, including 30 
nigh saking officials, and 
another 89,000 asked to re- 
sign. But this is only a tiny 
fraction of the nearly 48 mil- 
lion members. 


four-year party rectifi- 
cation campaign was 
launched in 1983 to clean up 
new, “unhealthy tendencies” 
inthe party. It wascarriedout 
by the party’s Central Discip- 
linary Inspection Commission 
(CDIC), then headed by 
Chen Yun, an orthodox con- 
servative party leader who 
has never been accused of 

being soft on corruption. 
In early 1986, a meeting 
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i 
Deng’s reforms — knew it- 
self to be perched on the edge of the 
abyss, that without change it would be 
rejected by the people. 
Through the economic success of the 


reforms and the restoration of public | 


order, the party seemed to regain a con- 
siderable measure of the prestige and 


legitimacy previously lost. That recov- | 


ery was facilitated by the failure of any 
competent rival organisation to emerge 
during the Cultural Revolution period, 
the thoroughness with which traditional 





cles, but now the people’s responses are 
cold.” 

It is not just public apathy. Slogans 
and campaigns no longer mean much 
within the party either. Discipline is 
breaking down as party members use 
their influence and power to position 
themselves for what even they now be- 
lieve is the advent of'an open, market 
economy. 

The rapid growth of collective enter- 
prises and the private sector has re- 





of 8,000 party, government 
and army officials was convened to es- 
tablish a special working group to root 
out corruption in central government 
departments. That effort, headed by 
Qiao Shi (who replaced Chen as CDIC 
chairman last year) has not worked 
either. Party leaders are once again 
mounting a campaign to convince 
cadres that they should be “honest.” 
The 1986 anti-corruption campaign 
was widely seen as a veiled attack on the 
reforms by conservatives, and the 
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Deng: refocusing reforms. 





leadership took pains to insist that cor- 
ruption was not caused by the reforms. 
But now, with the ideological struggle 
over reform essentially won, the links 
between corruption and reform are in- 
creasingly clear. 

"Before, there were no markets, and 
the world was like a closed room with 
nothing in it," one party member 
explained. "Suddenly you open the win- 
dow and everything is there — women, 
cars, televisions, refrigerators, restau- 
rants. It's no surprise that some people 
cannot resist using their power and in- 
fluence to get these things. This is per- 
fectly natural." 

Deng's reforms have, in effect, aban- 
doned the idea of communism in our 
time. The “commodity economy" will 
last for at least 100 years, according to 
CCP General Secretary Zhao Ziyang's 
theory of the "preliminary stage of so- 
cialism," adopted at the 13th party con- 
gress last year. Zhao's theory was an 
"ideological shock to many comrades," 
Zhejiang radio later reported. For a 
great number of cadres, many proposals 
now under discussion — privatisation of 
state industry, stockmarkets, bank- 
ruptcy, and toleration of unemploy- 
ment — are the antithesis of socialism as 
they have always understood it. 

Few cadres are so blind to the de- 
ficiencies of the old system that they 
want to go back. But Zhao's market so- 
cialism does not elicit the same stirring 
sense of commitment that many loyal 
party members once felt for the ideal of 
communism. The reforms are secularis- 
ing the party and gutting its core belief 
structure. There is nothing comparable 
to put in its place. 

“I fought against the Japanese and 
the KMT,” a retired cadre bitterly re- 
counted. “We all worked hard to re- 
build the country in the 1950s. I was put 
into a cow-pen by the Gang of Four. I’ve 


never taken anything, I have no advan- 


tages. But what was it all for? For a 
lousy single roll of rationed toilet paper 
a month?" 
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"There was a great unity and cohe- 
siveness in the 1950s," one party mem- 
ber explained. “People had a sense of 
gratitude to the party for bringing us out 
of poverty. Slogans could unite people 
to accomplish tasks. I used to dream 
about Mao, that I would meet him and 
he would shake my hand. But this was a 
blind loyalty, like belief in a god or an 
emperor. It had no democratic basis, 
and the bad things that happened later 
came because of this blind loyalty. Now 
we know that the party is a party, and 
the leaders are just men, not the sun, 
nor gods." 

A surprising number of party mem- 
bers, including even older cadres, agree 
that the fundamental changes in the role 
of the party are necessary, and some be- 
lieve they are already taking place. 
They see the party's present difficulties 
as part of a necessary and inevitable 
evolution from a charismatic but un- 
stable force into a secular, in- 
stitutionalised ruling party. 

To them, the mission of the party is 
not to realise communism, but rather to 
achieve modernisation — to find a way 
for the Chinese people to recover its 
former glory as a civilisation and race in 
the 21st century. 

This refocusing is the essence of 
Deng's entire reform programme. Al- 
though the party can hardly go much 
further in explicitly renouncing com- 
munism than Zhao's preliminary stage 
theory already has, the shift back to 
nationalist goals was implicit in Deng's 
rejection of Mao's theory of continuing 
revolution, making it the party's central 
task to lead socialist modernisation. 

The need to find a solution to 
China's backwa:dness was of course the 
original starting point of the Chinese 
thinkers in the early 20th century who 
first took up Marxism and founded the 
communist party, including Mao. And 
nationalism remains the only plausible 
basis for a future reconciliation between 
the party and otherwise disaffected in- 
tellectuals and youth. 

Su Xiaokang's controversial televi- 
sion series He Shang (River Elegy), a 
critical analysis of China's traditional 
inward-looking myths of cultural 
superiority (REVIEW, | Sept.), is said to 
have been harshly criticised by party 
elder, Vice-President Wang Zhen, for 
allegedly villifying the Chinese people 
and the symbols of the Yellow River 
and the Great Wall. 

But the themes of He Shang are po- 
tentially powerful tools for reconstruct- 
ing a more stable national political con- 
sensus, a point that seems well under- 
stood by younger party leaders. Polit- 
buro and secretariat member Rui 
Xingwen evoked those themes in a 
graduation speech at People's Univer- 
sity in August that never mentioned 
communism or the party. “If our race 
and country cannot develop through re- 
form and construction, we will not be 
able to take our rightful place in the 
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world,” Rui said, paraphrasing Zhao’s 
report to the 13th party congress. “We 
would then face the threat of being 
wiped off the earth. The history of mod- 
ern China is a history of defeat, dis- 
graceful forfeiture of our sovereignty, 
and acceptance of humiliation. A coun- 
try which falls behind others for a long 
time will always be bullied.” 

The fundamental problem is that in 
nearly 40 years the party has failed to 
erect an enduring system of law and reg- 
ulations either in government and so- 
ciety at large or within the party itself. 
Despite impressive appearances — na- 
tional and local parliaments, the 
panoply of civil administrative govern- 
ment offices,and theoretically indepen- 
dent courts — the party remains the key 
matrix of power. Just as important, 
even within the party, power is not sub- 
ject to formal restraints. 

“Things were, after all, simpler dur- 
ing the war," said party theorist Wu 
Jiang, formerly of the- Central Party 
School, in an interview in Liaowang 
(Outlook) magazine in June. “The party 
was engaged in underground work, 
there were fewer party members, and 
party rules were not mapped out. Inner- 
party democracy was unavoidably limit- 
ed and imbued with a military tinge." 


ut when the ethos that has channel- 

led and disciplined the exercise of 
power fails or is seen to have failed, the 
system breaks down, reverting to a 
traditional pattern of behaviour moti- 
vated purely by gain-seeking exploita- 
tion of informal power ties. Multi- 
plied many times, in the absence of any 
effective legal system or organisation- 
al checks within the party, the result 
is a general breakdown of authority it- 
self. 

There is widespread agreement that 
political reforms such as Zhao's pro- 
posal to separate party and government 
functions are now urgent, but also con- 
cern that measures are too little, and too 
late. Ultimately. political reform must 
mean replacing the party's informal 
power networks with formal systems of 
laws and regulations both inside and 
outside the party, and there is little con- 
sensus about how, or even whether, 
such fundamental political reforms 
could ever actually be carried out. 

Now that the party is at the helm of 
state, argues Wu, the need is for exten- 
sive inner-party democracy, and at the 
same time strict inner-party regulations 
“laid out in articles, systematised, and 


endowed with legal effect." Unless | 


necessary civil laws and internal party 
rules can be enacted, and vested with 
authority, Wu says, discussions about 
tighter party discipline are nothing but 
"empty talk." 

"Empty talk," unfortunately, is 
exactly how most Chinese view the 
leadership's most recent calls for 
tougher party discipline and a 
crackdown against official corruption. 














Things fall apart, the 
centre cannot hold 


By Ellen Salem in Hongkong 

= WU China's poor planning 
jand ad-hoc reform 
: policies have created 
FX f the conditions for a 
3574 kind of economic war- 
: lordism in the coun- 
try. 

à Embracing the 
Dengist maxim, “to get rich is glorious," 
many provincial cadres circumvent or 
break the central government's laws 
and directives on pricing and procure- 
ment of scarce commodities, using their 
authority to corner supplies of highly 
marketable goods. Often the new war- 
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Jiangsu cotton mill: price war. 








lords will beggar neighbouring pro- 
vinces in the process. 

Equally indicative of Peking's loss of 
control over the economy in the pro- 
vinces has been this year's rise in capital 
construction expenditure, which had 
been slated to fall 20%. In the first 
seven months of the year, such expendi- 
ture has risen nearly 20% over the same 
period last year. In Guangdong pro- 
vince, capital construction expenditure 
rose by 45% between January and Au- 
gust compared with the same 1987 
period. 

According to the magazine 
Liaowang, when asked to explain why 
the State Council’s directive on capital 
construction had been ignored, a cadre 
in a “southern” province (almost cer- 
tainly Guangdong) said: “Aren’t we de- 
signated as an ‘experimental zone of re- 
form and opening up for the whole 
country." Why does the state still im- 
pose so much control over our affairs?” 

In an “eastern” province, a cadre 
said: “We use our own money and we do 








not need state investment. So do you 
mean that we even have no freedom to 
use our own money to build factories?” 

The effect of this “freedom” to build 
factories at will has hurt, for example, 
the silk industry in Shanghai, where 
1,400 of the city’s 1,600 looms are idle. 
Because of increased autonomy given 
to provincial and municipal foreign- 
trade organisations, many of Shanghai’s 
traditional suppliers in neighbouring 
provinces have had to cut down or stop 
deliveries to Shanghai to supply newly 
built, export-oriented silk factories in 
their own areas. Of the 2,200 tonnes of 
silk promised to Shanghai by the China 
Silk Import and Export Corp. for 1988 
prior to this year’s formal decentralisa- 
tion of China’s trade corporations, only 
13 tonnes have been delivered. 

The competition for raw materials 
among provinces has been so intense 
that barriers to prevent the free flow of 
such goods have been set up, Liaowang 
said. This year, governments in many 
silk-producing areas sent armed police 
and militia to provincial borders to stop 
silkworm cocoons from being sold to 
other areas offering higher prices. 


B: such measures are not always 
sufficient to keep valuable com- 
modities in their home province. Al- 
though Sichuan's provincial govern- 
ment banned the "export" of silk, some 
government departments in Guang- 
dong have circumvented the ban by of- 
fering kickbacks to Sichuan suppliers 
and then using army trucks to haul the 
silk to Guangdong factories. 

Some provinces are waging price 
wars to corner the cotton market. While 
this year's officially quoted prices for 
ginned cotton in Hebei, Shandong and 
Henan — the country's major cotton- 
producing provinces — are unchanged 
from 1987, export-driven Zhejiang and 
Jiangsu provinces and Shanghai are try- 
ing to outbid each other by offering be- 
tween Rmb 20 to Rmb 40 (US$5.37- 
10.74) more than last year for 50 kg of 


| ginned cotton. 


Other provincial suppliers of raw 
materials have decided to begin produc- 
ing more profitable finished goods as 
well. For example, Gansu province, 
traditionally a wool producer, now 
ranks second in the country as a maker 
of woollen carpets. 

This shift from materials supplier to 
manufacturer has created shortages in 
many long-established manufacturing 
areas. Guangdong  Vice-Governor 
Kuang Ji said the processing industries 
in Guangdong are facing a serious short- 
age of raw materials and have no access 
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where. Moreover, investing in other 
provinces to build raw-material produc- 
tion bases for Guangdong is risky, he 
said. Therefore, to ensure continued 
economic development, Guangdong 
plans to invest tens of billions of renmin- 
bi in building chemical, non-ferrous 
metal and synthetic fibre-production 
complexes within the province over the 
next 10 years. 

The scramble to secure raw materials 
by whatever means, fair or foul, has 
been accompanied by a pick-and- 
choose approach to central government 
regulations and directives. Most pro- 
vinces, for example, have welcomed Pe- 
king's various foreign-investment in- 
centives and decentralisation of control 
over provincial and municipal import- 
export corporations. But price-control 
regulations are routinely ignored by 
small traders and large enterprises. 
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Guangdong fan factory: raw material shortage. 


In many instances, provincial and 
local-level governments are writing 
their own laws as well, many of which go 
beyond Peking's policy directives. Most 
often, these are tax regulations and con- 
cessions aimed at encouraging invest- 
ment in township enterprises and hi- 
tech development areas and, more im- 
portantly, luring investment away from 
other localities. 

In sum, Peking has lost its ability to 
regulate and control provincial and 
local-level economies, with the effect 


that the country's economy is now se- | 


verely overheated. Inflation is running 
at an estimated 20% , consumer goods 
are in short supply and energy sources 
are so overstretched that many factories 
have been forced to cease production. 
In August, China's industrial pro- 


duction was up 18.3% over the same | 


month last year. Production in 11 pro- 
vinces and municipalities grew by more 
than 20% in the same period. In Guang- 
dong, for example, industrial produc- 
tion rose by more than 36%, Zhejiang 








nearly 32%. 

This overheated production has re- 
sulted in an acute shortage of energy, 
despite an increase in coal production 
this year. In south and east China, a 
shortage of coal is forcing some enter- 
prises to close down. In Jiangxi and 
Zhejiang, the provinces’ governors 
have applied directly to the central gov- 
ernment for increases in coal supplies. 

In the main, the situation is a result 
of an ad hoc process of development 


| whereby Peking has given little thought 








to the broader implications of a range of 
policy decisions aimed at reforming the 
economy. 

Since 1984, urban industrial reform 
has proceeded on a trial and error basis. 
The country's special economic zones, 
for example, were set up as much for 


| testing economic-reform policies as for 


export-promotion. In 1985, Guangdong 
and Fujian were given the go-ahead to 
try out a variety of reforms which may 
or may not be applied elsewere. The 
smashing of the "iron rice bowl," the 
guaranteed job for life, and the con- 
tract-labour system were first tried out 
in selected cities in Guangdong. 

Further refinement of enterprise-re- 
form efforts, all aimed at making enter- 
prises responsible for their own profits 
and losses, were tried out in a number of 
test sites in China. The experiments 
worked. Enterprises did produce more 
and generated more profits. 

But at the same time, little thought 
was given to the cut-throat competition 
for scarce raw materials that would re- 
sult when enterprise reform was ex- 
tended nationwide — and when mana- 
gers could be sz cked for falling short of 
targets and when workers could suffer 
cuts in benefits when their enterprises 
did not perform. 

So China pushed ahead with its ad 
hoc reform policies, assuming that mar- 
ket forces would regulate the economy 
in lieu of active intervention by Peking. 
Leaving aside the contradictions inher- 
ent in a centrally planned economy try- 
ing to transform itself into a market 
economy, the infrastructural underpin- 
nings necessary for the market to regu- 
late the economy were not yet in place. 


| A poor communications network, com- 


pounded by bureaucratic inefficiency, 
for example, have made it all but impos- 
sible for agricultural producers to re- 
spond quickly to market signals. 

Only now is China setting up a pilot 
futures market which, it is hoped, will 
compensate for the fact that producers 
often do not have access to broad mar- 
ket information. In a properly run fu- 
tures market, the risk of price fluctua- 


| tions to middlemen is reduced. 


Chang Qing, a member of the State 
Council'S  futures-market research 
group, has said that setting up such a 
market will be difficult because of a lack 
of qualified personnel, a lack of short- 
term market capital, problems over the 


mr) 


| to permanent sources of supply else- | by nearly 24?6 and Fujian province by 
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definition of legitimate arbitrage and 
speculation and inadequate transport 
and communications. 

In addition, ead dessa and un- 
wise allocation of funds have resulted in 


growth far outpacing energy supplies 
while, at the same time, the country’s 
transport network is inadequate. 
Moreover, China has not used to full 
advantage those mechanisms of central 


control that could be effective — most 
importantly, monetary and fiscal 
policies — in regulating the economy. 
In part, this is because provincial and 
local authorities often are able to bring 
pressure to bear on local financial in- 
stitutions to ignore central-government 
directives and finance local projects. 
Planners did not think through the 
implications of provincial and local au- 


tonomy for those local cadres charged 
with assisting in economic develop- 
ment. Increasingly, provincial and local 
centres of economic activity have be- 
come lucrative sources of power and 
wealth for these cadres. 
Provincial and local cadres now have 
a vested interest in the success of the 
economies in their areas of responsibil- 
ity — often at the expense of other 
areas. Thus, it is in their own best in- 
terests to use their authority to control 
scarce raw materials, energy supplies 
and transport for use in their own areas. 
Indeed, as ideology has taken second 
lace to economic growth, their most 
important function is as economic ex- 
peditors. 
At the same time the party, and thus 
the government, has lost much of its 


Barons and bandits, 
a law unto themselves 


Chinese Communist 
Party cadres are in- 
creasingly defying 
state laws while public 
disorder is on the rise 
and enforcement is 
lax. 

= ^ A recent editorial 
in the party newspaper, the People's 
Daily, accused cadres of forming their 
own little parties in regions, depart- 
ments and even units. The editorial — 
unsigned, but obviously written by 
someone of high authority — then 
stressed that the chain of command was 
the principle of party organisation and 
that all party members must obey the 
central party authority. 

The editorial said: “We cannot af- 
ford to ignore the fact that recently 
some localities, departments and units 
have been less than keen in obeying or- 
ders. In these areas, state laws are not 
practised, state orders are not accepted 
and state directives are pushed aside, 
delayed or bargained over. Develop- 
ment of such a situation has reached an 
intolerable state.” 

This flouting of orders by those in 
high places has been accompanied by a 
sharp rise in criminal activities — pros- 
titution, gambling, pornography and 
drug abuse, long thought to have been 
eliminated in communist China. Ac- 
cording to Public Security Minister 
Wang Fang, riots and sabotage are on 
the increase, while reported incidents of 
theft have skyrocketed. 

Meanwhile, law enforcement is very 
slack. An official survey of 14 major 
provinces showed that in Shanghai, for 
example, only 34% of 44 state laws and 
regulations were fairly enforced, while 
59% were not strictly enforced and the 
rest were completely ignored. Moreover, 
an inspection in Guangdong found that 
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only half of the legal cases involving of- 
ficials were decided by the local courts. 
The rest were exempted from prosecu- 
tion because of interference by leading 
officials in the local government. 

Robberies on China’s railways are 
also on the rise, particularly in the de- 
veloped coastal provinces — including 
Guangdong and Shanghai — where 
people from all over the country come 
with large amounts 
of cash to buy goods 
unavailable in the 
poorer interior. Gen- 
erally, the thieves 
tend to be farmers 
living along the rail- 
way or unemployed 
people and youths. 
Many of them attack 
the railway in well 
organised groups. 

"These railway 
thieves take whatever 
they can put their 
hands on, which 
ranges from house- 
hold electric ap- 
pliances to fruits, 
stationery and indus- 
trial materials," said 
the chief of the public security bureau of 
the Railway Ministry. "They take our 
railways as a huge multipurpose depart- 
ment store." 

According to the leftwing Hongkong 
daily, Wen Wei Po,the Chinese, alarmed 
at the increasing threats to public sec- 
urity, have adopted a series of measures 
which include the establishment of select 
mobile armed police forces in the major 
cities. These measures were said to 
have been decided at a national public 
security conference chaired by Wang. 
The politburo discussed and approv- 
ed the measures in July at a meeting 





economic authority because shortages 
and China's dual-pricing system — 
under which some prices are regulated 
while others are subject only to market 
forces — have made it all but impossible 
for enterprises to meet contract obliga- 
tions or make a profit without breaking 
the law. 


M oreover, many of the government's 
economic directives have not made 
economic sense to individuals in a par- 
ticular locality. Today, comments 
China's official Xinhua newsagency, 
most if not all peasants dare to defy in- 
correct orders from higher authorities. 
Now, economists believe, China is 
faced with a conundrum. The legitimacy 
of the party and government requires 
that order must be preserved and unity 





at the seaside retreat of Beidaihe. 

The public security conference 
blamed the lawlessness on several fac- 
tors. China's so-called drifting popula- 
tion of job seekers and even vagrants 
has risen sharply, leading to crimes un- 
heard of before. Chinese contacts with 
foreigners have increased, which, the 
police maintain, give scope for criminal 
action. Meanwhile, the police force suf- 
fers from shortages of trained man- 
power and funding. 

In part, Chinese commentators attri- 
bute the rise in lawlessness to problems 
generated by political and economic re- 
forms: corruption among officials, dras- 





tic price increases and unfair income 
distribution. 

But a solution to this range of prob- 
lems will take time. Over the past two 
years, it has become increasingly clear 
that the party has all but lost its author- 
ity to act as the arbiter and standard- 
bearer of public morality because of the 
corruption of many of its 2.7 million 
cadres. A hasty improvement in this 
situation is unlikely, given low salaries, 
rampant inflation and the contradic- 
tions of the economy, which make a 
mockery of many of the economic laws 
now in place. — Ellen Salem 
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restored. Price reform and unleashing 
of market forces is the only mechanism, 
say economists, which can ultimately re- 
verse the economic separatism that is 
now pushing China to the brink of eco- 
nomic chaos. 

But that option has been rejected as 
too potentially threatening to social sta- 
bility. At the politburo's plenary session 
on 1 June, General Secretary Zhao 


Ziyang delivered a speech entitled “On | 


Carrying out Coordinated Price and 
Wage Reforms and Establishing a new 


Order of the Socialist Commodity | 


Economy.” 
Diplomats said Zhao’s ninth point in 
his 10-point address, which stated that 


the government must be prepared to | 


enact a state of emergency if necessary 
to push through price reform, dissuaded 


Cut strings on 
southern kites 


hree experts in ideological educa- 

tion of youth from Peking were 
shocked by their reception at a meeting 
in January with local youth in Shekou, in 
the Shenzhen Special Economic Zone 
near Hongkong. 

The experts got off to a bad start. 
Educator Qu Xiao, assured the audience 
that “Shenzhen is not a kite lost through 
a broken string in the sky of the socialist 
motherland; Shenzhen is a magnificent 
eagle flying through the skies following 
the socialist navigation lane.” 

The unimpressed youth immediately 
began to interrupt and challenge the ex- 
perts, who have since charged they were 
set. up by local journalists and youth 
league officials. "There is definitely no 
market for you to come here and prop- 
agandise," said one youth. "We will 
never listen to what you have to say. We 
are here to make money. There is no 
such thing as ideals or making contribu- 
tions to the state.” 

As the debate grew heated, one ex- 
pert confronted a youth and asked: “Do 
you dare to tell me your name?" The au- 
dience laughed, according to the 
People's Daily, and the youth im- 
mediately presented his business card. 

The vouth's name was later included 
in a critical report about the incident. 
“This was just a normal work report to 
the department in charge. I did not do 
anything tricky," said the report's au- 
thor, Guo Haiyan. “Of course, it was my 
responsibility to point out realistically 
the mistakes in what individual young 
people said.” 

What is striking about the Shekou 
youth was their boldness, not their at- 
titudes, which appear typical of most 
urban youth in China today. *We have 
more freedom here, and the central gov- 
ernment is far away," Guo recounted 
one youth telling him. “Even if I swear at 





many former supporters of Zhao's re- 
| form programme of the wisdom of price | 
reform for the foreseeable future. 

Should China decide that a reversal 
of economic decentralisation is neces- | 
| sary. to fulfil. political imperatives, 
economists believe that stagflation will i 
| inevitably result. Much of China's eco- 
| nomic success, they say, has been the re- | 
| sult of a carrot-and-stick approach. The 
i largely monetary incentives that have 
spurred productivity have been a by- | 
! product of decentralisation. 

The present flurry of directives 
aimed at curbing abuses is, most ana- 
lysts believe. an indication that China's 
leadership has not decided what course 
to pursue in its attempt to recentralise | 
| control over the economy while main- 

taining its vitality. oi 








you, no one will come to interfere. My 
Hongkong boss will not fire me for this.” 

The real significance of the “Shekou 
Incident” is the discussion it has gener- 
ated exploring the problems of genera- 
| tional conflict and its implications for 
party political work. 

Defenders of the Shekou youth criti- 
cised: the experts’ patronising attitude. 
“We do not welcome empty preaching 
like that from a master to pupils here,” 
Yuan Geng, chairman of Shekou-based 
China Merchants Steam Navigation Co. 
told the People’s Daily. “We must pro- 
tect the young man who... . was named 
in the so-called document.” 

The educators’ comments, in con- 
trast, reveal poignantly the psychologi- 
cal threat that reforms pose for many 
party. cadres. These are men who 
genuinely cannet conceive that they 
could be dismissed as mere party hacks. 
“Even today, I do net believe that my 
concepts are outmoded,” said Qu Xiao, 
who complained that he was described in 
one article as “a typical obedient tool." 

Li Yanjie insisted: “The accusations 
that we ‘struck at’ or ‘labelled’ those 
who hold different views are groundless. 
I was one of the first to oppose authorita- 
rian teaching. We can still face our con- 
science after all these years. We can face 
the party, the people, our work, youth 
and ourselves without feeling guilty. We 
| are nof after fame or money in our youth 

work. We who work on the front line of 
| ideological and political work have given 
| so much, and yet we have not been fairly 
assessed." 

The People’s Daily received 
thousands of letters following its initial 
account of the incident on 6 August, some 
of which were published on 14 September. 
*Obviously, our readers and even mem- 
bers of [our] editorial department . . . 
hold different views on these questions," 
| the editor wrote. “It is unnecessary to 
| draw conclusions on certain problems 
now . . . Practice is the sole criterion of 
truth. When we look back at this after 
several years, perhaps we may realise 
that everything is clear.” — Robert Delfs 











os FAR EASTERN ECONOMIC REVIEW. e 27 OCTOBER 1988 













| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Subscribe now 


and ensure your copy each week. 


JETSPEEL 
Ts month | 





Country 








China — — i GE 
indis : 5 : 
indonesia UsstBo0 d.i $ 


Nepai 




















Rs 505.00 
USS2B 








Pakistan 





Philippines. 





Central & i 
uth America | 





... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the. ` 
Yearbook. If gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey ol 
Asia. Everything from Finances & Currencies to: 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$27.50 or HK$215 (or the 
equivalent in local currency). Add the Yearbook. 
cost to your subscription rate shown above, and 
send the total, with the completed coupon. 


Please enter my subscription for 
C] 3months © 6months [O 1 year 


C3 Please include the Yearbook at extra 
USS27.50/HK$215. For airmail delivery, 
please add: USS7/HKS55 


Payment of ow : ig enclosed 


(Please print in block letters) 


Name .. 





Addr8SS: oos a a a e e eren 


Goüntry rs ao eer Mese sue ris 
Lt 


Jetspeeded Cl Surface mai 


Cheque payable to Review Publishing Company Ltd 
enciosed = 


To: Circulation Manager 
Far Eastern Economic Review, 


WONC1027 | 


uf 


Local fiefdoms’ fund 
demands fuel inflation 


By Elizabeth Cheng in Hongkong 
) a A root cause of infla- 












| tion in China this year 
j was the pressure on 
banks from local au- 
thorities to fund all 
kinds of projects. 
Bank branches, in- 

444 cluding even those of 
the central bank, the People's Bank of 
China (PBoC), were more often swayed 
by the demands of local authorities and 
their enterprises than by instructions 
from headquarters. 

Many officials in Peking now con- 
cede that decentralisation of financial 
and other regulatory powers has given 
rise to local fiefdoms. This has derailed 
efforts to stay within monetary targets 
as well as attempts at banking reform, 
which hinges on giving banks more re- 
sponsibility for managing their profit- 
and-loss accounts. 

The proliferation of banking institu- 
tions over the past decade has outstrip- 
ped the central bank's ability to main- 
tain adequate supervision. But some 
economists worry that recent efforts to 
reimpose controls could divert those 
banks embracing reforms and that lend- 
ing curbs could strangle enterprise de- 
velopment, especially in rural areas. 

Over the past two years, provinces, 
coastal cities and special economic 
zones have been given increasing pow- 
ers to make business decisions. The 
southern provinces of Guangdong and 
Fujian have been singled out; they were 
allowed to retain more foreign-ex- 
change earnings than most other re- 
gions, and their approval limits on for- 
eign investment were among the high- 












August shocked leaders into taking 
drastic action to curb inflation by rein- 
ing in bank lending, albeit against the 
advice of many economists in govern- 
ment circles, who advocate caution. 
Sources said banks were now being 
required to deposit part of their reserve 


funds with the central 





est. Guangdong, in par- 
ticular has become so rich 
and powerful that it even 
attempted more exten- 
sive price reforms early 
this year without prior 
approval from the central 
government. Many pro- 
vinces were even turning 
their backs on Peking and 
sending teams to Guang- 
dong to pick up ideas, ac- 
cording to Zhou Xiao- 
chuan, top party adviser 
in Peking. 


In recent months il- | Zhao: weak ba 








n ks. ELIZABETH CHENG 


bank and were forbidden 
to make new loans with- 
out first getting authorisa- 
tion from the PBoC. As 
part of a central govern- 
ment effort to regain con- 
trol of deposits, state 
banks are now offering 
deposit rates tied to cost- 
of-living increases while 
holding down lending 
rates. The resulting short- 
fall will be covered by 
state subsidies. However, 
this diverts banks from 
continuing with reforms 





legal financial operations 
also have sprung up in Zhejiang pro- 
vince, particularly in Wenzhou city, 
now known as the country’s most capi- 
talist city. Money lenders there are re- 
portedly offering more than twice the 
official deposit rates, while lending at 
40-60% annual interest. The high de- 
posit rates have lured investors nation- 
wide, undermining state banks’ efforts 
to raise their own deposit levels. Such il- 


legal operations have been allowed to | 


exist because they service a booming 
economy, but it may be only a question 
of time before they are restricted. 

With the PBoC’s warnings of over- 
lending going unheeded over the past 
year, money supply growth has grown 
by as much as 40% instead of falling by 
20%, the target originally set for this 
year. While the easy credit spurred in- 
dustrial growth to double-digit levels, 
inflation accelerated even faster. The 
increased incidence of bank runs and 
panic buying on the streets from July to 








aimed at making them 
more enterprise-oriented. 

In August, Guangdong province was 
openly rebuked for advancing loans for 
luxurious construction projects and for 
being slow in raising interest rates to 
curb inflation and a recent central direc- 
tive ordered a stop to all construction 
projects in the country. Disobedient of- 
ficials have been threatened with 
punishment and dismissal, new taxes 
are being introduced and sources said 
the central government was moving to 
cut the financial powers of provincial 
authorities by reducing their ability to 
approve projects and lowering the ceil- 
ing on retained earnings. 

China’s specialised banks — all state 
controlled — are still weak in business 
management and apathetic towards 
profit-making, Zhao Haikuan, director 
of research at the PBoC in Peking, told 
the REVIEW. But foreign bankers are 
sceptical of the central bank’s reported 
efforts to tighten supervision. 








MONGOLIA 


Exporting the problem 
Ulan Bator wrestles with population growth 


By Alan Sanders 


M?» plans to introduce family planning and send 
part of its workforce abroad to cope with a population 
growth running ahead of infrastructure development. Mon- 
golia takes pride in its population growth of nearly 3% a 
year, and the country's population passed the 2 million 
mark at the end of 1987. But a relatively high infant mortal- 
ity rate and an increase in youth unemployment is causing 
officials to rethink policies. 

Mongolian scientists have begun talking openly about the 
advantages of introducing family planning — not so much to 
limit family sizes, but to space out the births, giving the 
mothers time to build up their strength between having child- 





42 


ren. In rural areas, where health care and gynaecological 
facilities are poor, these measures will help to reduce the 
rather large number of women who die in childbirth. 

Meanwhile, the number of juveniles passing into adult- 
hood is large and increasing, and because of economic re- 
form, the drift from the countryside to the towns and the re- 
lative scarcity of jobs in Mongolia's infant industrial and 
services spheres, there is growing unemployment. 

Mongolian scientists have also expressed concern about 
the impact that population drift is having on the rural popu- 
lation. Under the Stalinist dictatorship of the 1950s and 
1960s, the traditional keeping of family trees was forbidden 
and clan ties gradually were forgotten. As a result, there has 
been an increasing tendency for close relatives to marry in 
ignorance of their blood ties. 

To help redress the unemployment problem, from next 
year the Mongolian Government plans to send workers to 
the Soviet Union. Mongolia already sends some 10,000 stu- 
dents to the Soviet Union for study and industrial training, 
but this will be the first time that a Mongolian workforce will 


undertake international projects. 
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Imagine a land that knows no boundaries. 


n morning and the shadows 
sweep for miles. Night is gently 
lifted from the land. Mountain 


peaks come alive, and the earth is 
quilted with gold. In a place like 
this, anything is possible. 


Look into our land and discover us. 


We are strong. 
We are free. 
We are Alberta. 


Alberta, strong and free. 
f Canada 


Alberta House, Room 1003 - 1004, 10 Floor, Tower Admiralty Centre, 
18 Harcourt Road, Central, Hone Kong, Telephone: (011) 85-25-284-745 
Telex:802-61961, Telefax: (011) 81-25-298-115 

















AT SHERATON 
TOWERS 
RANK 


HATH ITS 
PRIVILEGES 














^ 


ERATON TOWERS LITTLE THINGS MEAN A LOT- AT SHERATON TOWERS LITTLE THINGS MEAN A LOT- AT SHERATON (€) 





~LOT VY NY3W SOÓNIHI 311111 S33A^01 














Sheraton Towers. A haven reserved and designed exclusively for our top executive guests and 
other discerning travellers. People who travel so frequently, they appreciate the unquestionable 
privilege of registering in the privacy and quiet of the most comfortable chair in the house, 


situated in an exclusive check-in area. Other privileges soon follow. 
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Like the individual attention of your own personal butler. Someone to take care of every little 


task that needs to be done. From packing or unpacking your bags, to confirming your onward 
flight reservations or booking a table at one of a variety of fine restaurants. At Sheraton Towers, 


we have always known it is little things like these that mean so much to our guests. 
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Taste accepted over time. 


The mark of a great Scotch whisky. 
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Ever since a Japanese entrepreneur, Tomomi Iwakura, 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 














€ SOME pretty original marketing 
ideas come from Taiwan's manufactur- 
ers. Take this ad in Asia Business 
Weekly, spotted by A. C. Brandenburg. 
The Taiwan company makes a product 
called E-Z Kneel which is aimed at a 
specific market: 


NEW PRODUCT 


for Kneeling People 


BIG PROFITS:« You! 


Tactfully, the old gentleman making 
we of this product is garbed in Chinese 
style: 









Nevertheless, with all the salesman- 
ship that has made Taiwan’s business- 
men famous, the ad concludes: 


Recommended fir people in the 
Middle East whohave difficulty 


standing up afteipraying. 
Contact us toda\for a sample ! 





Another Taiwan firm, Hsiang Shing 
Plastics Industrial Ltd, has developed 
a highly collapsible umbrella, which 
folds down into the shaft of a somewhat 
cumbersome walking stick: 


Not Only Umbrella, 
But Also Stick & The Other Uses 
— A8 


x 


i uf nud 
The stick umbrellas fall into four 

categories, according to a blurb in an ex- 

port magazine spotted by Alan Sycip: 

1. Gentle Type: for daily use such as 
going to work, school and shop- 
ping. 

2. Happy type: for outdoor activities 
such as going on an outing, camp- 
ing, fishing, playing golf, etc. 

3. Mountain climbing type: for more 
energy-consuming activities such 








as hiking, mountain-climbing, ad- 
vernturing, etc. 
4. Seperated type: for situations that 
need both umbrella and sticks. 
These products are economical, prac- 
tical, rainproof, sunshade, able to be 
used both as an umbrella and a stick or 


club. 

€ ANOTHER somewhat exotic 
Taiwan product was purchased by 
Leonard Elfenbein in New Jersey: 
























The froggi-tongue consists of a long 
strip of jelly-like plastic, which occa- 
sionally adheres to objects at which it is 
aimed. It fails to be greatly shocking, 
though it is at once non-poisonous and 
inedible. 

Some buttered peanuts supplied to 
the guests of a major Taiwan hotel are 
very edible, but not very crish: 





THE MORE COLD THE MORE CRISH 


If one can have antique classic cars, 
and brand-new cars, it is only logical 
that one enterprising dealer in Taiwan 
has a business card which reads: 


BAY DA CARS CO., LTD. 


Peter Cheng 
Automobiles selling, buying 
(Middle age Cars) 








Presumably a middle-aged car does 
not boast an ultra-thin Taiwan Thomas 
cigarette lighter which merely requires 
the driver to just apply a slight touch on 
the red botton; soon after, a sound signal 
will immediately indicate that it is all 
ready for you to smoke. The advertise- 
ment blurb adds: This machine will offer 
you a noble way of ignition style. 

A couple of weeks ago I remarked 
that some Korean advertising blurbs 





were achieving an almost Japanese level 
of gibberish; but the same disease seems 
to be affecting Taiwan's salesmen. The 
following blurb for gifts appeared in an 
advertisement for a Father's Day sale in 
The China News: 






oN eames 
Suddenly discover 
The relationship between you and father — 
Can only be represented by the YSL tie 
“of Birthday, 
Fendi leather goods of Father's Day, — 
And, the sentence "I cannot go home" 
transmitted from international calls... — 











Father stays in the vacant apartment hy himself. 
He has never been angry at you, hecause 
He knows he has lost his child. 





But there is much truth in advertising 
to be found in Taiwan. Take this com- 
pany, whose name caused some amuse- 
ment to Chao Sheng Chu, Walter Chien 
and Francesca Hillyer: 


SA EES ARAB 
x <a] ) CHINK TRADING; LTD. 
/ (0255416991 + 5421981-2 


^ (07)3225773 
P.O.BOX 68-1707 TAIPEI, TAIWAN 














And Bill Jenner spotted another firm 
of honest publishers: 





bs PUBLICATIONS COs, " 
P. O. BOX 96-477 


Taipei 10663 , Taiwan, 





e THE China Post recently added to 
the general merriment when it listed a 
film showing at a Taipei cinema as Fetal 
Attraction. But it went even better in 
listing a film to be shown on a Taiwan 
TV channel earlier this year. Spotted by 
Frank Bryant, the item presumably re- 
ferred to one of the James Bond movies, 
On Her Majesty's Secret Service, but it 
came out of the setting room as 

20:00 On Her Majestic Secretary 
— perhaps indicating that at last 007 
has made it with Moneypenny. 

è BUT, as always, one finds that it 
happened earlier in China, as this item 
which caught the eye of Peter Gillon in 
the magazine Travel in Taiwan conclu- 
sively proves: 

OF WUFENG, — 
AN OFFICIAL OF č 
CHING DYNASTY WHO 
DIED ON THE JOB — 
Wufeng Temple, Chungpu town, 
Chiayi county (Amam : Nemem 
anm 
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DAEWOO 


C.PO. BOX 2810 SEOUL, KOREA 
TELEX: DAEWOO K23341 —4 


“feet f you consider the cruising altitude of the jet dee for which Daewoo 
makes the critical center section. And not that much lower if you're talking 
about the fuselage work Daewoo has done on 747s and Daewoos joint effort 
in helicopter manufacture with Sikorsky Aircraft. Not that aeronautics is 





Daewoo' only experience in high t . The same precision 
manufacturing is employed in Daewoo's state-of-the-art work in construction, 
telecommunications, shipbuilding, electronics and heavy machinery. Why not 
let the same technology that enabled Daewoo to become one of the world's 
most advanced companies help your own company rise a little higher. 
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By Jagdish Bhatia in New Delhi 


he Indian Government, in a move 

that could have come from the pages 
of one of Salman Rushdie's sagas, has 
banned the sale of his fifth and latest 
novel, The Satanic Verses. Rushdie, 
midnight's child who was born in India 
and is now 41 years old and a resident of 
London, spent five years writing the 
novel that has been shortlisted for the 
prestigious Booker Prize. 

The Home Ministry order came in 
the wake of petitions from a number of 
representatives of the Indian Muslim 
community, including former union 
minister Khursheed Alam Khan and 
several members of parliament, re- 
questing the government not to allow 
the book to enter the country because 
parts of it were offensive to Islamic sen- 
sibilities. 

A government spokesman, stressing 
the ban was “not intended to cast any as- 
persion on the literary merit of the 
book," said the step had been taken 
from the “limited point of view of avoid- 





ARTS & SOCIETY 


India bans a novel of 
the sacred and profane 


country’s intelligentsia, who de- 
nounced what they see as an attempt 
at censorship and thought control. 
Some critics of the ban likened it to 
the recent controversy over a pro- 
posed defamation bill that was drop- 
ped after a public outcry against ef- 
forts to muzzle freedom of expression 
(REVIEW, 15 Sept.). 

The communal nature of the issue 
has inevitably added fuel to the furore. 
In an uncharacteristic burst of hyper- 
bole, considering the level of English lit- 
eracy in the country, the newspaper The 
Statesman asked: “Should a few people 
[the fundamentalist Muslim lobby] be 
allowed to decide what tke rest of the 
800 million people should not read?” 

At the other end, most critics of the 
novel make no bones of the fact that 
they have not read the book, but only its 
reviews — largely favourable ones from 
a literary viewpoint. They also have fo- 
cused their attention on comments by 
the noted author, historian and colum- 








ing trouble and communal ten- 
sion.” Three years ago, the spokes- 
man said, the publication in a Ban- 
galore newspaper of an English 
translation of an award-winning 
Malayalam short story, which alleg- 
edly had made some derogatory 
references to the Prophet Muham- 
mad, led to riots. 

In trying to play it safe, Indian 
officialdom has nevertheless found 
itself caught in a crossfire from di- 
verse quarters. Contacted in Lon- 
don on his return from Scotland 
where he had been promoting his 
book, Rushdie described the ban as 
“an act of colossal illiberalism and 
great philistinism by which the In- 
dian Government is going to em- 
barrass itself in front of most of the 
modern world.” 

A spokesman for the Booker 
Prize also deplored the step, add- 
ing: “I should have thought the 
Spycatcher affair would have 
taught people a lesson. Obviously, 
many more people in India will now 
read, and want to read, the book 
because it is banned." 

Eager customers are queueing 
up at bookshops in New Delhi and 
other Indian cities to snap up copies 
of The Satanic Verses which had en- 
tered the country before the ban 
was enforced. And, the govern- 
ment is coming under fire from the 




























































Salman Rushdie: no stranger to polemics. 








nist Khushwant Singh who, in his capa- 
city as editorial adviser to Penguin in 
India, had vetted the book and deemed 
that it contained "several derogatory 
references to the Prophet and the Koran 
and portrayed Muhammad as a small- 
time impostor." 

Although this charge has been em- 
phatically denied by Rushdie, who 
studied Islamic theology at university, it 
has become the fodder for what the op- 
ponents see as evidence of the deliber- 
ately provocative nature and intent of 
the novel. 

In an ironical twist, the two sides are 
locked in a conflict that actually acts as 
an apt curtain-raiser to the opening 
scene of the book. A hijacked airliner 
exploding in mid-air sends plummeting 
to earth two survivors — the mythologi- 
cal Hindi movie superstar Gibreel 
Farishta, and Saladin Chamcha, an 
Anglophile mimic and fully paid-up 
member of the bowler-hatted brigade, 
who could be Rushdie himself in dis- 
guise. Falling from the skies along with 
time and history, they land in contem- 
porary Britain where they undergo a 
strange metamorphosis. 


hile Farishta appears to have ac- 

quired a halo for his new part, 
Chamcha finds himself becoming a cap- 
rine, a cloven-hoofed hybrid with a bad 
case of halitosis. His arch-rival Farishta, 
meanwhile, commutes back and 
forth from “Babylondon” — 
clamourous with racist war chants, 
Thatcherite slogans and Bombay 
“filmi” music blaring from the 
“Bhangra discos” of the Asian 
ghettoes — to a dream world of 
prophecy and revelation. 

In this dream world, Farishta 
encounters, among many others, a 
bespectacled Supreme Being who 
has dandruff, looks and sounds like 
a failed insurance salesman turned 
blackmarket cinema ticket tout, 
and may indeed really be the 
other from down below, in 
other words, Satan. 

But if God (or is it Satan) 
can speak in many voices, so 
can Chamcha and Rushdie 
himself, and the reader is 
never quite sure who is what 

and when, or how or why. 

The result is a metaphysical 

roller-coaster ride over the 
golden bough of myth, past 
the phantasmagoria of the 
Bombay film world, across the 

surreal dreamscape of the exile, 
through the labyrinth of history and 
into the hall of mirrors where good 
and evil seek to come to grips with 
mirages of each other, reflected 
into eternity. 
At one point, a girl named 
Moses, adorned with butterflies, 
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promises to lead her followers to 
Mecca by parting the Arabian 
Sea, while one sceptical follower 
urges his wife to take an Airbus 
instead. And, at another point a 
contemporary Asian immigrant 
says: "They [the English] describe 
us. They have the power of descrip- 
tion and we succumb to the pictures 
they construct." 

Finally, when the word is revealed 
to Mahound the prophet (an apparent 
reference to Muhammad), he finds it 
hard to tell who is speaking, angel or 
devil. That episode, from which the 
book takes its name, has outraged fun- 
damentalists more than other references 
to the Prophet and his family. 

In an earlier interview, Rushdie had 
said: "There are no subjects which are 
off-limits. And that includes God, in- 
cludes prophets. I refuse to think I 
should shut my mind off to subjects 
which are not just of interest to me but 
which have been my concern all my life 
... The book is really about the fact that 
an idea or a new thing in the world must 
decide whether to compromise or not . . . 

"I don't believe that Muhammad had 
a revelation, but then I don't doubt his 
sincerity either. He had that genuine 
mystical experience. But if you don't 
believe in the whole truth and you don't 
disbelieve him either — then what is 
going on? What is the nature of the mys- 





























The Satanic 
Verses : provocative. 


tical experience given that we accept it 
happens and we also don’t believe in 
God and archangels? That’s what I tried 
to write about,” the author said. 
Rushdie is no stranger to polemics. 
His novel, Midnight's Children, was al- 
most banned in India because of its criti- 
















cal references to the late prime minister 
Indira Gandhi. And, only after the au- 
thor gave an apology was the book al- 
lowed into the country. 

His second book, Shame, was ban- 
ned in Pakistan for its caricatures of 
former president Zia ul-Haq, opposi- 
tion leader Benazir Bhutto (the virgin 
ironpants) and others. Curiously 
enough, Pakistan, a mainly Muslim 
country, has been slow to react to 
Satanic Verses. 

And then Rushdie was labelled a 
"Muslim fundamentalist” after his 
Channel 4 TV film The Riddle of Mid- 
night was broadcast. Rushdie recalls 
this label now that in the current con- 
troversy he has come out exactly the op- 
posite. 

Although Rushdie and his publishers 
should have anticipated the backlash, 
they have obviously been caught off- 
guard by the strength and suddenness of 
the attack which echoes the "wrestling 
match" between good and evil, faith 
and doubt that he had written about. 

Casting Rushdie as the embattled 
author might have made for a good 
promotional gambit for the novel. But 
India is said to have a bustling trade in 
book piracy, and the interest aroused by 
the ban could well prove a blessing to 
clandestine and unauthorised pub- 
lishers. Satan might end up having the 
last laugh after all. Hu 
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Get ready to throw 
out those couches 


By Bob Johnstone in Tokyo 


V iewers of the world, unite! You 
have nothing to lose but your 
couches. In the past, video recorders 
liberated us from the tyranny of time, 
enabling us to tape TV programmes and 
watch them at our leisure. Now a new 
widget, the personal video recorder, is 
about to free us from the tyranny of 
place, too. For the first time, you will be 
able to watch what you like, when you 
like, where you like — at the traffic 
lights, on the train, in the toilet, and 
even under the bedclothes. 

These new recorders, made by Sony, 
began selling at the end of August. They 
run a miniature video-cassette format 
(also developed by Sony) called 8 mm. 
This month, Sony's giant rival, Mat- 
sushita, will also begin selling a rival 
product which runs a compact version of 
the conventional VHS cassette. 

Interest in Tokyo — especially 
among stockbrokers who are always on 
the lookout for a reason to ramp — has 
initially focused on which format will 

win. But the really intriguing thing 
| abou the new recorders is not which 





type of hardware offers the more prom- 
ising format (8-mm is obviously 
superior) but the video magazines, the 
new software medium that has suddenly 
appeared to go with it. 

Sony calls its new machine the Video 
Walkman. From a literal point of view, 
"Sitman" would probably have been a 
better name, since watching while you 
walk is just asking for trouble. For in- 
stance, you might run into lamp-posts 
and the like. To the Japanese mind, 
however, Walkman merely appears to 
mean "light and portable" and is thus 
deemed an appropriate moniker for the 
new go-anywhere box. 

The name is, however, misleading: 
for, unlike the original audio Walkman, 
which was only capable of playing back 
pre-recorded music, the video version is 
considerably more ingenious. In addi- 
tion to playback screen, it packs its own 
built-in TV tuner, timer and recorder. 
In other words, it is a miniature combi- 
nation of the TV-plus-cassette-machine 
that sits on and under the table at one 
end of your living room. 





Nine by three inches, the Video 
Walkman weighs just over 1 kg, light 
enough to hold in one hand. In appear- 
ance, it resembles a first-generation 
audio-cassette recorder. From the 
user's point of view, though, the key 
component is a flip-up 3 in. colour 
liquid-crystal display screen, made by 
Sharp, capable of delivering good- 
quality images despite its miniscule 
size. 

But, beware, this little set carries 
a big sticker — it costs ¥128,000 
(US$960.24). This, however, has not 
stopped it from becoming an instant hit 
with the novelty-loving Japanese. Sony 
has already increased production from 
10,000 to 20,000 units a month to meet 
strong demand, especially from men in 
their 30s. 

Already, there are some 500 pre-re- 
corded titles — mostly movies and 
music — available on 8-mm cassettes. 
This, though, is just a drop in the bucket 
compared to the huge catalogue of 
existing VHS tapes. While the new for- 
mat struggles to catch up, viewers, or 
more appropriately walkpersons, would 
have to make do with taped TV pro- 
grammes — or so the case would be 
were it not for the new medium of video 
magazines. 

VHS video magazines have been 
around, in Japan at least, for a year. Ini- 
tial releases such as Car Video Magazine 
and the similar Best Motoring reflect the 
interests of their projected viewers — 
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the fascination of young Japanese males 
with the automobile. Both sell around 
100,000 copies a month. 

More recent examples of the genre, 
however, go for a somewhat broader 
approach. One such example of the 
“videzine” published by Fuji TV is call- 
ed Vinbo (pronounced “bimbo”). Al- 
though the title is supposedly an ab- 
breviation of “vintage bohemian,” the 
magazine, with its tawdry mix of grand 
prix and cheesecake, is more suitable 
for the callow youth than the elderly 
non-conformist. 

VHS video magazines are big and 
bulky. An 8-mm cassette, by contrast, is 
small enough to slip into a pocket. And, 
unlike compact but chubby VHS-C cas- 
settes, which can hold only 20 minutes 
of programming, 8-mm tapes (based on 
smaller metal particles than the conven- 
tional oxide ones) can contain up to two 
hours’ worth. 

This is more than 
what the first batch of 
video magazines re- 
quire. Four out of the 
five that will be availa- 
ble by November need 
just 30 minutes, and 
cost ¥1,980. The fifth, 
Video Diamond, uses up 
to 45 minutes and costs 
¥2,800. 

Of the cheaper ef- 
forts, three take the term 
video magazine quite li- 
terally. Hot Dog Press, for 
example, a catalogue maga- 
zine of clothes and accesso- 
ries for fashion-conscious 
Japanese males in their late 
teens and early 20s, uses 
exactly the same models and 
outfits that appear in print, 
the only difference is that the 
models move. 

Another publication by 
Kodansha, Shukan Gendai, 
also offers a mobile version of its 
printed contents. The first issue's 
special feature is on adult diseases, like 
high blood pressure. Shukan Post, 
meanwhile, shows its male viewers ani- 
mated versions of its popular do-it- 
yourself cookery lessons. The fourth ef- 
fort is the first in a series of “guides” to 
hot springs, produced by the Japan 
Travel Bureau; the guide in this case is a 
scantily clothed beauty. 

Video Diamond is more ambitious 
than its rivals. It describes itself as “a 
new weapon for the internationally 
oriented businessman,” and was 
created in a typically Japanese fashion, 
as the result of a suggestion made at a 
party by Akio Morita, Sony's chairman, 
to the president of Diamond, a pub- 
lisher of downmarket business titles 
with no previous experience in video 
productions. 

The outcome is a video magazine 
which resembles none of the company’s 
other publications, nor, says its editor/ 











producer, Tetsuo Matsumuro, any 
other Japanese magazine in its breadth 
of coverage. The first issue contains two 
long features, one on Tokyo in the 21st 
century, the other an interview with Ar- 
mand Hammer, the chairman of Occi- 
dental Petroleum Co. These are fol- 
lowed by a series of lighter “articles” on 
subjects ranging from fashion and film 
reviews to technology (how ski wear re- 
tains heat). 

Although it may be different in con- 
tent, Video Diamond is produced and 
presented just like a magazine. But 
Matsumuro notes that the methods he 
and his team of journalists used to make 
the video are different from those used 
by producers of conventional TV pro- 
grammes. 

“They shoot several times more foot- 
age than they need, then edit it down 



















The Video Walkman 
goes anywhere. 


later,” he says, “whereas we want to 
shoot only what we've decided on be- 
forehand." In presentation, he adds, 
"TV people seem to think that if you 
show something once, then that's 
enough; whereas we keep going back to 
certain images, to make sure that the 
reader understands the point." 


Mss is convinced that the 
video magazine will become an im- 
portant medium. Producers at Kodan- 
sha are less confident, and stress that 
what they are doing is purely an experi- 
ment to determine if there really is a 
market for video magazines. 

Whether these early efforts of the 
genre survive is open to question. But 
the long-term prospects for video 
magazines or something similar look 
good, because of the major change tak- 
ing place in the way people acquire 
video software. 

In the past, most of the profits from 
videos have come from rentals. Now, 
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employed increased from 16% in 1978 (US $5 billion) during 1978-1987: 
to 23% 1987. Equivalent to 13% of sales. 


The financial performance- between 1978 and 1987 aerospace and 
automotive earnings self-financed investments and increased working 
capital. During the same period solvency (equity/assets ratio) bas been 
increased from 32 to 50%. Earnings have improved for the eleventh 
year in succession. A record which speaks for itself. 
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DIPLOMACY 


The diary of an occupier 


Intermittent Diplomat: The Japan and Batavia Diaries of W. Macmahon Ball 
edited by Alan Rix. Melbourne University Press, Melbourne. A$37.50 (US$30). 


A: the things which Westerners com- 
plain of in Japan they had the 
chance to fix just over 40 years ago. So 
often, the study of such things as busi- 
ness structures, land use, the rural elec- 
toral bias, police powers or export- 
oriented economic guidance leads back 
to choices taken early in the Allied Oc- 
cupation. And so often, those choices 
were to backpedal on democratic re- 
forms and build up an anti-communist 
bulwark in Asia on the existing conser- 
vative structure. 

W. Macmahon Ball, a political scien- 
tist who had spent World War II direct- 
ing what is now Radio Australia and im- 
buing it with a high degree of integrity, 
arrived in Japan in April 1946 as British 
Commonwealth representative on the 
Allied Council, a body whose task was 
to advise the Supreme Commander for 
the Allied Powers (SCAP), Gen. Doug- 
las MacArthur. 

Mission impossible: not only was 
MacArthur increasingly immune to ad- 
vice himself, as President Harry Tru- 
man was finding, but SCAP also was ar- 
moured by a ring of political generals, 
syncophantic to MacArthur and bully- 
ing to outsiders. 

Ball's energies seem to have been 
mostly consumed by the fight for access 
to SCAP information and any real con- 
sultation by SCAP at all, though his 
Commonwealth team scored a major 
success in pushing through a more far- 
reaching land redistribution scheme 
than SCAP had envisaged. 

Ball's mission was not helped by the 
British habit of sniping at him and the 
tendency of the isolated Soviet delega- 
tion to push him up front, increasing 
MacArthur's suspicion of Australia and 
Britain (both then under Labour gov- 
ernments). 

The events and policy decisions of 
the Occupation have been well sur- 
veyed, not least by Ball himself in his 
1949 book Japan, Enemy or Ally? The 
gap filled by this diary — which editor 
Alan Rix, professor of Japanese studies 
at Queensland University, coaxed out 
shortly before Ball's death two years 
ago — is a frank account of the day-to- 
day exchanges involving MacArthur, 
his side-kicks like Gen. Courtney Whit- 
ney, the squabbling Allied representa- 
tives, journalists such as Mark Gayn 
(whose Japan Diary is a vivid outsider's 
account), Japanese politicians and roy- 
alty. 

Numerous vignettes remain in the 


memory: how Ball placated an enraged 
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MacArthur by interrupting with praise 
of him as a military genius and states- 
man; excursions to the Japanese coun- 
tryside; the petty scramble for perks and 
comforts; spectacular drunkedness by 
the senior war crimes prosecutor, J. B. 
Keenan; and, finally, the row Ball had 
with his own foreign minister, Bert 
Evatt, which led to Ball’s resignation 








from the Allied Council in August 
1947. 

The Batavia episode, rather unfor- 
tunately treated as an annex to the 
Japan diary, covers the miserable skir- 
mishing in Java when vengeful Dutch 
officials newly emerged from prison 
camps and sundry pre-war “experts” on 
the East Indies tried to convey the mes- 
sage that the Indonesians would soon 
drop “collaborators” like Sukarno. 

The diary will have a special appeal 
for Australians interested in their coun- 
try’s diplomacy, particularly as an inside 
account of its first regional intervention 
in which it consciously stepped aside 
from Britain. Ball’s first mission in 
Batavia which was to sur- 














trol during Allied Occupation. 


vey the Indonesian inde- 
pendence movement in 
November 1945, yielded 
the sound advice not to fol- 
low London’s inclination 
to back a Dutch return, 
but to involve the UN. 
Australia started the 
Japanese Occupation with 
what seemed like some 
good cards — with Ball as 
the Commonwealth’s man 
on the Allied Council, an 
Australian general running 
the Commonwealth Occu- 
pation zone (western Hon- 
shu and Shikoku) and an 
Australian judge presiding 
over the Tokyo war crimes 
tribunal. But, the stakes ra- 
pidly became far too high for 
Canberra to stay in the 
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game. — Hamish McDonald 











MONARCHY 
More purple prose 


Sons of Heaven: A Portrait of the Japanese Monarchy by Jerrold M. Packard. 
MacDonald Queen Anne Press, London. £14.95 (US$25.43). 


Wi the Japanese imperial system 
entering a new era, this book is 
timely — it would not have taken an ac- 
tuary to plan that — but not much more 
than a collection of three millennia’s 
real and mythical trivia. 

Jerrold M. Packard is a royal 
watcher rather than a Japan scholar. His 
sources seem mostly to be I9th and 20th 
century writings by Western travellers 
and popular authors, files from English- 
language newspapers and interviews 
with officials of that open book, the 
Imperial Household Agency. Perhaps 
befitting the subject, the prose is pur- 
ple. Infelicities abound: when Emperor 
Hirohito took the decision to surrender 
in 1945, Packard says he "became the 
sword that cut through the knot of 








wrangling and deadlocked ministers." 

The account is long but coy on cere- 
mony and official myth, complacent in 
its analysis of concepts about the 
monarchy and key episodes and gener- 
ally fuzzy on facts. The symbolic sexual 
transformation in the daijosai (cere- 
mony of succession) is not mentioned, 
nor is the 26 February 1932 attempted 
coup which was one of Hirohito's great- 
est tests. 

The imperial palace is not guarded 
by the Self-Defence Forces — emperor 
and military have been kept rigorous- 
ly apart in post-war Japan — but by 
special police force. Misgivings about 
the imperial system are not confined to 
“a few cranky communists.” 

— Hamish McDonald 
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Fast. Staying Westin. 


Off to Hong Kong on business, I said 
with all the nonchalance I could muster. Not without me, she 
decreed. We'll stay at The Kowloon Shangri-La. We'll take one of those 
beautiful rooms overlooking the harbour. We'll sit by our bay window and 
ip champagne and gaze at the lights twinkling on the island. We'll be pampered 
by those delightful people and that charming valet who thinks of 
everything. You'll see, she concluded, it will be the best 
business trip you ever had. And so indeed it was. 
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SOUTH KOREA 


Through strangers’ eyes 


Between Two Seas: A Journey into South Korea by David Price. Seoul Interna- 
tional Publishing House, Seoul. Won 6,000 (US$8.35). 


The Koreans by Russell Warren Howe. Harcourt Brace Jovanovich. San Diego, 


New York and London. US$12.95. 


The Koreans: Contemporary Politics and Society by Donald Stone Mac- 
Donald. Westview Press, Boulder, Colorado. No price given. 


he Seoul Olympics and the rags-to- 

riches story of the South Korean 
economy has, predictably, begun to kin- 
dle broader interest in the mysteries of 
this jagged, insular country with its vol- 
atile politics and abrasive nationalism. 
South Korea is, as its people incessantly 
remind visitors, a small nation sur- 
rounded by large powerful ones: "A 
shrimp among the whales." 

But the Olympics showed the world 
that it is a shrimp no more. Rapid mo- 
dernisation makes South Korea, as 
Donald Stone MacDonald writes in The 
Koreans: Contemporary Politics and 
Society, a country where old values have 
crumbled, but new ones are suspect. 

David Price, in his book Between 
Two Seas: A Journey into South Korea, 
does not shirk from telling his readers 
that he is a stranger in the South Korean 
wildness. Price fills his book with tales 
of revelry — on a boat, in the raw hustl- 
ing port of Pusan, in Seoul and around 
the South Korean countryside. Along 
the way, he discovers that the 
guidebooks he has carefully read are 
right; that Koreans are indeed 
friendlier, less abashed, more passion- 
ate and generally a lot more fun than, 
for instance, the Japanese. He meets 
someone (called, not surprisingly, Mr 
Kim) and journeys around the country. 

Unfortunately, and partly because 
Price does not speak Korean, we are left 
with little more than images of South 
Korea seen as if through gauze, for 
Price cannot get close enough to the Ko- 
reans to find out who they really are be- 
neath their exuberant exterior. The few 
times that he talks to South Koreans 
crackle with intensity, but most of the 
time, Price must glide along as the silent 
outsider. And, along the way, he flirts 
with issues like nationalism, modernisa- 
tion and xenophobia, but quickly backs 
off. These are loaded issues, and his 
futile attempts to clasp them are disap- 
pointing. 

Jean-Francois Guerry’s photo- 
graphs, however, marvellously capture 
the bustling atomisation of modern 
South Korea, in the sense that everyone 
is moving at blitzkrieg speed, though in 
isolation. Technically, there is nothing 
fancy about the photos, but they cap- 
ture the volatile mixture of bleakness 
and hope that is evident to any visitor. 

Russell Warren Howe’s book, The 
Koreans, is both more detailed and pre- 
tentious. In the first page, Howe tries to 
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establish his credentials by letting read- 
ers know that he has been visiting South 
Korea for two decades. Unfortunately 
for his bona fides, Howe repeats in the 


first paragraph the hoary and false. 


cliché that Seoul boasts Asia’s tallest 
building. 

Howe's book is a good read, at least 
for anyone who does not want to bother 
much with facts. His writing is to print 
what a documentary drama is for TV — 
there is a veneer of 





some time as the best single introduc- 
tory text to the peninsula. Intended as a 
primer, the book neatly lays out Korean 
history, politics, military matters and 
diplomacy. 

The author, a former US State De- 
partment employee, has done his best to 
write an even-handed book on the two 
Koreas. His writing on the North, 
though hampered by the same lack of 
information that bedevils all scholars, is 
welcome because of its lack of polemics. 
This attempt at even-handedness, how- 
ever, occasionally lapses into coyness 
leaving the readers with less than the 
full story. 

MacDonald’s treatment of the 
judiciary is also unsatisfactory. Al- 
though he rightly lays out the Continen- 
tal antecedents of South Korean juris- 
prudence and blandly states formal 
legal procedures, he largely ignores the 
political manipulation of the judiciary in 
political cases. “The courts, however, 
have not usually been 





plausibility and be- 
lievability, but the re- 
sult is an astonishing 
blend of fact and 


fancy jumbled to- 
gether. 
Howe diligently 


talks to learned pro- 
fessors and experts 
on South Korea, 
pasting together their 
comments and his 
impressions into a 
readable pastiche of 
the culture, espe- 
cially when it comes 
to the customs and 
superstitions which 
underlie everyday 
life. Howe knows just 
enough about the 
place to get himself 
into trouble; he can 
recite the obvious, 








South Korean woman: traditional. 


assertive towards ex- 
ecutive branch au- 
thorities, especially 
in executive cases," 
writes MacDonald. 
This is true enough, 
but to leave it at that 
and ignore the role 
that courts have play- 
ed in legitimising 
capricious, authori- 
tarian rule does read- 
ers a disservice. 
MacDonald also 
makes no attempt to 
explain anti-US sen- 
timent, now rife in 
South Korea. While 
clearly aware of it, he 
implicitly dismisses it 
as a product of in- 
tense South Korean 
nationalism, rather 
than examining how 
+ the US has contri- 











but he apparently ran 
out of material for the book, so he pad- 
ded it with just enough travel tips, 
clichés and government-inspired non- 
sense to destroy its credibility. 


E izarrely, the book is sprinkled liber- 
ally with salacious comments, many 
of which do not have any apparent rela- 
tion to South Korea, such as Howe's dis- 
cussion of sexual positions in Africa and 
France, and orgasms in US film. Howe 
is clearly infatuated with South Korean 
women and allows fancy to get the bet- 
ter of him here. Too many evenings of 
drinking with South Korean coquettes 
seems to have convinced him that 
women there are naturally attracted to 
Western men, and not to the smell of 
their money. 

MacDonald's book, which unfortun- 
ately labours under a similar title as 
Howe's, is, however, a welcome addi- 
tion to published information on South 
Korea, and one that is likely to stand for 








buted to its growth. To imply that good 
intentions should exonerate bad US 
policies, as in the case of the US oc- 
cupation of Korea from 1945-49, strains 
credulity. Moreover, the absence of any 
mention of US nuclear weapons in South 
Korea in his discussion of military 
capabilities on the peninsula is inexcus- 
able. 

There is, however, a lucid discussion 
of the reunification issue which is par- 
ticularly helpful in charting North- 
South contacts since the Korean War. 
The book rightly emphasises the unity 
of the Korean people, stressing that the 
country has been divided for fewer than 
100 years over the past 1,300. Reunifi- 
cation is not the question, says Mac- 
Donald; when and how it occurs is the 
issue — a timely prod for observers who 
accept the status quo and a fitting final 
chapter for a book that will undoubtedly 
serve anyone interested in South Korea. 

— Mark Clifford 
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Switzerland has always been well-known 
for its institutes of higher education. 


It's a tradition that Swissair feels bound to uphold. When other airlines wonder why we're so 
popular, we point them towards the Swissair Training Center. Here, we not only train our own 
personnel but often theirs as well. Pilots, technicians, flight attendants and stewards all bene- 
fit from our high standards. Even companies from many other fields draw on this science of 
learning: personnel from travel agents, cable-car and cruise ship operators are just a few of 
the students we've taught how to attain the excellence in customer , - fa 
service. No wonder then, Swissair is given high marks by its clients. SWISSQIIF & y 




















Unhappy anniversary 


By Philip Bowring 

year after the 19 October crash, op- 

timists see a half full bottle, pessimists a 
half empty one. All markets have seen big re- 
coveries since the crash, and a couple are 
trading close to their all-time highs. On the positive side, in- 
stead of triggering a recession, 19 October has, after a couple 
of hiccups, been followed by buoyancy in most economies. 

On the negative side, retail investor confidence in 
stockmarkets has failed to recover, and this uncertain- 
ty has spilled over on to institutional investors which have 
adjusted portfolios away from equities. In most markets, 
turnover has fallen sharply, particularly in the past three 
months. 

At the macro-level, the concerns which sparked the crash 
have not gone away — the threat of further interest-rate in- 
creases, the stubborn and yet unsustainable US trade deficit, 
and the consequent fragility of the US dollar. 

The past month has again shown the complexity of the 
situation. Falling oil prices (thanks to Opec disunity rather 
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than the wisdom of the major consumers) has eased inflation 
fears and halted the trend to higher interest rates. US dollar 
and yen long-bond yields have even fallen. 

But lower oil prices complicate the prob- 
lem of international balance of trade equilib- 
rium. In the short run, it will help narrow the 
US trade deficit, but it will widen those of the 
major surplus nations — Japan, West Ger- 
many and the Asian NICs. 

Meanwhile, the US dollar euphoria of the previous three 
months suddenly evaporated with the return of worries 
about the trade deficit. Fears proved justified when the fig- 
ure for August came in at US$12 billion. Whatever the 
monthly variations, it is now clear that the deficit is refusing 
to fall below US$10 billion. Improvement in the trade pic- 
ture now requires either a marked slackening in US demand 
or a further drastic fall in the US dollar. 

Even the increased likelihood of a Republican victory in 
the November election has failed to prevent a sudden 6% fall 
in the dollar against the yen and of 4% against the Deutche- 
mark. Unless there is a strong post-election attack on the 
budget deficit or much tighter money to choke off consumer 
demand, the current-account deficit looks set to remain in 


Commodities funds offer long-term attractions 


Speculation with a guarantee 


By Christopher Marchand in Hongkong 
nvestors who took a bath in the 


would suggest that commodity funds are catching on in Asia. 


That might seem strange. After all, commodity funds in- 


vest in futures, which are notoriously volatile performers. 


The funds’ high leverage, which often exceeds the mar- 
gin payment per futures contract by 10 times, adds to the 


risk. 


The funds, however, follow a strategy which cuts futures 


trading risk and guarantees the investor's capital. The most 
an investor can lose is the lost opportu- 


stock- 

market crash or view bonds as listless holdings in today’s 
firm interest-rate climate might consider investing in a 
guaranteed futures commodity fund. Certainly, the over- 
subscribed response to this month’s US$40 million sale in 
Hongkong of shares in the Mint Guaranteed Pacific Fund 





compound annual return. Some 26% of this gain came 
from the futures component, and 4% from zero coupon 
bonds. 

For the three years to 31 December 1987, the US Com- 
modities Guaranteed Fund showed a compound 244% an- 
nual rate of return. The five top performing US investor- 
oriented commodity funds posted a return of more than 
100% in 1987. 

To limit risk, the funds hold high cash reserves and rarely 
commit more than 1% to any trading market. A typical fund 
would be invested in international interest rates, food, grain, 
energy, precious and base metals, currencies and interna- 
tional stock indices. As the fund can go long or short, it 
can capitalise on falling market prices. The worst enemy is a 
quiet market which lacks a defined 





nity cost on the time over which the 
guarantee takes effect. (Anything from 
seven to 20 years.) 

A typical fund finds a reputable 
bank to guarantee the refund of invest- 
ors’ capital. The guarantee means that 
roughly half the fund’s assets are 
placed under the bank’s control for 
Investment in zero coupon, fixed-inter- 
est securities or certificates of depo- 
sit. 

The other half generates returns in 
the commodities futures markets. The 
funds base their sales pitch on the size 
of these returns, and managers vie with 
each other to publicise their fund’s per- 
formance against the Dow Jones Indus- 
trial Average. 

From 1981 to 1988, Mint Invest- 
ment Management Corp. (MIMC), 
a better-known US commodities 
manager, notched up a 30.996 
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Hongkong Bank: attracted b y fund. 


trend. 

Trading itself is based on technical 
factors. The strategy is to trade on an 
established trend, and fund managers 
admit that much profit is lost when the 
technicals signal closing a position 
which could profitably have been kept 
open. Typically, a commodities fund 
may show a modest loss on the large 
majority of its positions, raking 
in returns from just a few expo- 
sures. 

MIMC's Peter Matthews says that 
present economic conditions are ideal 
timing for launching a new fund as fu- 
tures normally perform well when 
stocks and bonds perform poorly. “The 
inclusion of a futures portfolio will de- 
crease an investor’s risk. We act as an 
insurance policy against the crash, 
we've created our own bull market,” 
says Matthews. 
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the US$120 billion range this year and next — which may 
simply not be financeable. 

Even the Japanese market now seems to be sensing this. 
Stocks have been weak despite the strengthening yen, fall- 
ing oil prices and interest rates. Emperor Hirohito's illness 
may have provided the occasion for weakness, but was prob- 
ably not the fundamental cause. Elsewhere, but for a few 
previously laggard European markets such as West Ger- 
many and France, which have put on 5% in the past month, 
prices have been moving aimlessly. 

Reality has rudely returned to Taiwan, where low turn- 
over on limit-down prices suggests that the bull madness will 
take a long while to unwind. It may be lucky to find a floor 
much above 4,000. Hongkong, on the other hand has at- 
tracted a little buying, if only for generous yields, while Sin- 
gapore, Malaysia and Thailand have drifted lower. 

The failure of stocks generally to follow the slight im- 
provement in bonds suggests that a US-led recession may be 
on the cards for late 1989. Gold's plunge, though partly 
linked to the oil price collapse, may point the same way. 
Elsewhere on the commodity front things have been mixed 
with foods mostly firm while metals have been volatile but 
directionless. Industrial materials such as rubber have 
tended easier. 


Certainly, the idea has appeal in Asia. MIMC’s US$40 
million Guaranteed Pacific Fund closed on 8 October 
with subscriptions of US$65 million. The fund, register- 
ed in the Cook Islands, had attracted a big name, the 
Hongkong and Shanghai Banking Corp., to provide the 
guarantee. It was marketed through Wardley Finance, 
Ord Minnett, Anderson Man and finance brokers Matheson 
plc. 

To cater for excess applications, a second US$60 
million tranche with an 18 October closing date was 
offered. Subscriptions were for five or more shares at 
US$10,000 each. After the initial subscription, no further 
cash calls will be made. Redeemed shares will not be re- 
sold. 

The Commodities Fund Administrators will launch a 
US$50 million guarantee fund on 28 November which will be 
sold worldwide. Registered in Britain and controlled by the 
Monetary Authority of Bermuda, the fund is managed by 
three US-based commodities trading partnerships. By selling 
shares to non-US citizens only, the fund escapes having to 
pay US taxes. 

Hongkong investors are attracted by the chance to diver- 
sify holdings, the capital 
guarantee and the potential 
to earn high returns. Most 
fund managers say that the 
offer is best suited to weal- 
thy private investors. 
Perhaps that just reflects an 
innate caution: a desire to 
see how the scheme works 
before institutions commit 
themselves. 

A big negative are the 
high fees charged by the 
commodities funds. Mint's 
Pacific Fund levies a 
monthly management fee 
of 0.5% of net asset value 
(NAV) or 6% a year and 
an incentive fee of 15% 
of any profit. As 50% of 
the fund is parked in non 
management-intensive fix- 
ed-interest assets, the 
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COMMODITIES VS WALL STREET 


[f MIMC composite performance 

L ft scale) 
E Commodities Guaranteed Fund/USA deem 
f= New York Dow Jones Industrial Average (Right scale) 


Source: MIMC, Managed Account Reports and Dow Jones. 








LITTLE TO CELEBRATE 


REVIEWGRAPH by Barny Lee 


management fee is a 12% levy in effect on the remaining as- 
sets. 

Mint, however, says its charges are competitive when 
compared with US norms. Typically, US commodity funds 
take 25% to 30% of profit. By contrast, a US$25 million offer 
from the Commodities Guaranteed Fund in April this year 
charged a 5% annual management fee. The profit take was 
15%, but this did not apply to the first 20% rise in the fund’s 
value. 

Mint says the Pacific Fund’s high leverage greatly reduces 
the management fee relative to total assets managed. But the 
fund’s dealers admit that high fees have scared off some pri- 
vate investors. 

Liquidity is another factor. Commodity funds are usually 
valued monthly, taking into account the cash and market 
values of bonds and open-ended futures positions. Redemp- 
tions must be notified a month in advance, and a redemption 
fee of 2% of NAV is payable. Bond and open positions would 
be liquidated to meet a heavy demand for redemptions. 

Fund managers say the unattractive redemption terms 
reflect the fact that such investments should be for the 
long haul. But the hidden message is that fund perform- 
ance could easily be un- 
favourable along the way. 
Tougher redemption terms 
reduce the risk that assets 
will be drained from the 
fund and curb investment 
flexibility. 

That in turn draws atten- 
tion to the relative youth of 
commodity funds. As a pro- 
duct of the boom years of 
the 1980s, most com- 
modities funds have yet to 
show their skill in a sus- 
tained bear climate. 

For their part, the fund 
managers cite academic 
studies to say that commo- 
dity funds perform better 
than other investments dur- 
ing recessions. The proof 
will lie in the next bear 
market. Oo 


REVIEWGRAPH by Ricky Hui 
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Second-guessing 
the gold market 


By Anthony Rowley in London 


R arely have gold bulls and bears been so sharply divided 
as they are at the moment over where the price of their 
precious metal goes from here. They are entitled to be di- 
vided because gold has now moved into unchartered waters 
so far as price influences are concerned. 

Price recovery is imminent say the gold bugs, to around 
US$450 an oz by the end of the year compared with the levels 
of around US$400 the metal was touching in mid-October. 
The bears are equally adamant that the price has entered a 
"well-defined bear trend" and that this will persist. 

Gold has disappointed all bullish expectations since it 
peaked at around US$500 an oz shortly after last October's 
stockmarket crash. It held around US$450 until mid-year and 
then declined to below US$440 by August. But the sudden 
slide to below US$400 in Sep- 
tember panicked some hol- 
ders. What caused that sud- 
den, sharp slide is as much 
a topic of disagreement 
among analysts as is the mat- 
ter of where the price goes 
now. 

Some argue that it was 
simply the disinflationary im- 
plications of the recent de- 
cline in oil (and grain) prices. 
Neither commodities nor 
bond markets are signalling 
renewed inflation and the 
US is likely to lower interest 
rates before the November 
presidential election, they 
say. 

Against this, it is argued, 
fabrication demand picked 
up in September and invest- 
ment demand from the Far 
East remains firm. So, ex- 
pect gold to trade at a 
range of around US$390-410 
an oz for a while and then to push back up to about 
US$450 by the end of this year, say the bulls. By then, 
Opec will have met and the US will have elected a new 
president. 

Those of a more bearish persuasion argue that the oil- 
price decline was largely incidental and to blame the parallel 
gold-price decline on that is simply trying to rationalise 
psychological bear factors now dominating the market. 

Drawing lines through previous peaks and troughs, they 
conclude, as one of them put it, that “all the evidence points 
to the bull market coming to an end." If the current bear 
phase follows the pattern of other bear markets over the past 
15 years, it will last for another year at least. 

The bear markets of 1975-76, 1981-82 and 1983-84 all 
lasted for two years and the current one — if such it is — 
began only at the start of 1988. More ominous still, the re- 
spective price falls in those previous three declines were 
85%, 76% and 40% , whereas the gold price has declined only 
by some 25% since its post-Black Monday surge. 

It is certainly true that the 650 tons purchased by Japanese 
investors in the year to June 1988 has been a major factor sus- 
taining the gold price at a time when other factors, such as 
modest inflation and high real interest rates on financial de- 
posits, should have caused it to weaken earlier. 





PRECIOUS MEALS PENDULUM 








That 650 tons was equal to 40% of current annual world 
production and is more than South Africa produces annually. 
No matter how bullish the Japanese may be about gold, it is 
unreasonable to suppose they can produce a similar offtake 
in the next 12 months. Taiwan’s (substantial) central bank 
purchases of gold from the US, designed to reduce its bila- 
teral surplus are being discouraged, too, by Washington. 

Mine production worldwide is currently high. It reached a 
record 1,373 tonnes in 1987, when it came reasonably close to 
the 1,589 tonnes fabrication demand seen in that year. That 
was the closest the two figures have been for five years. In- 
vestment demand of 419 tonnes, of which 275 was for “hoard- 
ing outside Europe and North America,” as Consolidated 
Gold Fields puts it, was the saving factor for the gold 

rice. 
E On a pure supply and demand view, the bears probably 
have the better of the argument just now. And if that applies 
to physical gold it applies even more to gold mining shares, 
which are in some cases commanding fancy price/earnings 
ratios of around 20 when base metal stocks are selling on mul- 
tiples of nearer five. 

There are, however, good reasons for looking beyond 
straight supply and demand 
— and beyond the conven- 
tional "low inflation, low 
gold price" argument. To 
begin with, the disinflation 
indicated by recent moves 
in oil and grain prices 
is certainly not support- 
ed by money-supply figures 
in both the US and Bri- 
tain. 

The inflationary potential 
of the money currently fuel- 
ling the US and European 
boom in consumption and 
financial assets is huge. 
Even if the borrowing binge 
in these countries ends in 
tears and (initial) defla- 
tion, this will almost cer- 
tainly be followed by fur- 
ther monetary reflation to 
avoid recession. That is 
when the gold price could 
really be expected to take 

REVIEWGRAPH by Andy Tang off. 

Whether such a scenario could materialise in time to shor- 
ten gold's historic two-year bear markets is a moot point, but 
it is well to remember that last October's stockmarket crash 
came right out of the blue. 

Another possible reason why the gold price has been de- 
pressed of late could be central bank sales by the Group of 7 
(which control something approaching half of the world's of- 
ficial reserves of gold) in order specifically to ward off an in- 
flationary mentality. There are strong reasons to suppose 
that the US Federal Reserve, among others, has been mani- 
pulating the gold price for a year or so now in order to dis- 
courage inflation expectations. 

Central bank sales, though, could not prevail against a 
tide of investor purchases. In short, while commodity ana- 
lysts and chartists can point with some conviction to a 
sutained bear market for gold, the present slide could prove 
almost a carbon copy of the gentle decline into the 1976 val- 
ley before the dizzy peaks scaled in 1979. 

It is well not to forget, either, that in terms of currencies 
like the yen and the Swiss franc, gold has continued to decline 
for about a year. So if the price looks low in US dollar terms 
now, it looks positively cheap in terms of currencies that are 
almost certainly going to stay a good deal stronger than the 
dollar. 


ES Silver 


Source: Johnson Matthey. 
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WITH HALIFAX JERSEY-BASED INVESTMENT 
YOU DON'T HAVE TO BOTTLE YOUR MONEY UP 


Investing overseas needn't mean waving 

.. bon voyage to your money for a fixed period. 

With HALIFAX DEPOSIT INTERNATIONAL 
it’s a breeze to get at. 

There is no minimum time limit on 
= your investment and you can have instant 
access with no penalties. 

You can even have standing orders and 
— direct debits. 

Being the Halifax you can expect highly 

competitive interest rates, and being Jersey- 
based you can get interest with no tax deducted. 
a scr .. . Your sterling investment can start with a minimum 
cmo 777 of £1,000 at the substantial rate of 10.50%. 

From there the interest rate automatically rises on the 

whole investment as your balance steps up as follows:- 










AMOUNT £1,000+ | £10,000+ | £25,000+ | £50,000 





INTEREST RATE 10.50% 11.25% 11.75% 





C.A.R.* 10.78% 11.57% 12.10% 





Interest rates may vary so you can call our Halifax Jersey 
Hotline on (0) 534 59840 for up to the minute information. 

To qualify for this great investment opportunity you 
have to be not ordinarily resident in the U.K. If you qualify 
and would like to open an account, simply send us a cheque 
with the completed coupon below. 

It could be your first step to a whole new investment 
opportunity. One worth opening a bottle or two to celebrate. 


To Halifax Building Society, International Investment Unit, Ingouville House, 
Ingouville Lane, St. Helier, Jersey, Channel Islands. 


I/We enclose a cheque/money draft No. 





for (minimum deposit £1,000). 





I/We are not ordinarily resident in the U.K. Please send the declaration form 
for the payment of gross interest. I/We would like the interest to be: 
Added to balance[ ] Paid half-yearly [ ] 








Full Name Title 
Address 
Nationality Tel No 





This sum is being invested in HALIFAX DEPOSIT INTERNATIONAL by me/ 
us as sole/joint beneficial owner(s). 


Signature 





| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Halifax Building Society, International Investment Unit, Ingouville House, 
Ingouville Lane, St. Helier, Jersey, Channel Islands. 
Interest is paid twice yearly, giving a higher compounded annual rate (C.A.R.*) if left intact for the 
whole year. Copies of the last audited accounts are available on request. Halifax Building Society's 
registered office is in Halifax, U.K. Rates are correct at time of going to press. 
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Precious metals cloud 
may have silver lining 


By James Bartholomew in London 


Th most enjoyable new development in precious metals 
recently has been the Soviet Union's move into coins. 
You have heard of the Royal Mint's Britannia, British 
Sovereign, the Canadian Maple Leaf and the Australian 
Nugget. Now you can also buy the “Golden Glasnost,” 
the “Silver Soviet” and the “Platinum Perestroika” 
(not their official names). Lenin must be turning in his 
tomb. 

As the Soviets are showing, demand for precious-metal 
coins continues to be strong. Silver coins in particular have 
remained extremely popular. Among other silver coins on 
their way are ones commemorating the bicentennial of the 
US Congress (along with gold coins). Meanwhile, the Royal 
Canadian Mint is adding silver to the investment coins it sells 
(primarily in Japan). Whenever commemorative or invest- 
ment coins are made, silver is nearly always one of the metals 
used. People are more familiar with silver than they are with 
platinum or palladium. And silver is much more affordable 
than gold. 

Whatever the prospects may be for gold, the prospects for 
silver look better. That is because silver does not face as 
significant an increase in annual supply as gold does. Also, by 
historic standards, silver is good value in relation to gold. 
One ounce of gold, currently US$406, is worth 65 times the 


The REIT choice for 
real-estate investors 


By Jonathan Burton in New York 


Fo about US$20, the cost of a dinner in a good restaurant, 
it is possible to own a part of New York’s esteemed Roc- 
kefeller Centre, which boasts the National Broadcasting 
Corp.’s TV network as its prime tenant. But in this case, the 
US$20 does not buy any land. It is instead worth one share of 
a real-estate investment trust, or REIT, that has securitis- 
ed a US$1.3 billion mortgage 
loan on the prime Manhattan 
property. 

The prominent Rockefel- 
ler name has made its REIT 
well known among nearly 100 
similar trusts that trade on US 
stock exchanges. But most 
REITs are not so elite. They 
typically are specialised real- 
estate portfolios, run by pro- 
fessional managers, that un- 
like the Rockefeller partner- 
ship offer an equity interest in 
a basket of properties. 

REITs are flexible devices, 
performing in the manner of 
both stocks and real estate 
with their accompanying risks 
and rewards. Buying into a 
REIT is not much different, in 
fact, from investing in any 
other publicly held business. 
The trusts are tailored to fit al- 
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PROPERTY FUND RETURNS 
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current price of silver at US$6.20. The traditional ratio used to 
be only 30. During the 1970s and 1980s, gold has enjoyed a 
longer binge of prosperity than silver and could well have the 
longer hangover. 

Platinum also has a chance of outperforming gold. Its 
advantage is that industrial demand for the metal is expand- 
ing. Platinum’s use as a catalyst for controlling the pollu- 
tion made by car engines is increasing. Johnson Matthey 
estimates that demand will grow by 300,000 oz this year 
and will exceed supply by 450,000 oz. Johnson Matthey also 
forecasts continued modest growth in demand in the years 
ahead. 

The main problem for silver and platinum is not so much 
in the supply or the industrial demand, as in the overall posi- 
tion of precious metals generally at a time when governments 
around the world are showing some determination to hold 
down inflation. 

High interest rates are as damaging to precious metals as 
they are to equities. The precious metals need inflation to 
make them soar, because the metals are seen as the simplest 
inflation hedge. At a time when inflation is again the 
main problem facing governments and while the oil price 
is falling, precious metals have not got much of a 
chance. 

Chartists are agreed that the precious-metal charts gener- 
ally look bad. Silver is just managing to hold above US$6 an 
oz, but could easily fall back to its major resistance level of 
US$5. Similarly, platinum is struggling to hold above 
US$500. The next support is around US$450. 

Precious metals should probably be avoided for the time 
being. But when conditions improve, silver could be the best 
bet among them. Oo 


most any investor interest and appeal to that key component 
of the American Dream: owning real estate. 

Health-care facilities, industrial parks, shopping centres, 
hotels and resorts, apartments, office towers — or a mix of 
each — are all available through equity or mortgage REITs. 
Some REITs focus on concentrated, regional holdings, while 
others blanket the US, investing in development deals and 
existing property. 

Originally designed for the small investor, a REIT 
spreads risk among many and keeps shares affordable. Ac- 
cordingly, about 80% of current REIT investments are from 
individuals looking for liquidity and relative stability, along 
with the potential for income and asset appreciation. Institu- 
tional interest in the trusts is also growing for parallel 
reasons. More REITs have 
been formed since 1985 than 
in the previous eight years, 
and the current climate of cau- 
tion on Wall Street only rein- 
forces their appeal. 

REITs have turned an 
about-face from the mid- 
1970s, when the weight of 
double-digit interest rates and 
an overbuilt US real-estate 
market sent them crashing. A 
new generation of REITs has 
recently emerged, however, 
less leveraged and apparently 
more trustworthy than their 
predecessors. More conserva- 
tive investments should help: 
REITs in the 1970s had been 
tied to risky construction and 
development projects. 

Legislative reform has 
eliminated much of the tax- 
shelter benefits of US real-es- 


Source: Coldwell Banker. 
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NOW, WHEREVER YOU ARE 
IN THE WORLD, YOUR MONEY 
GROWS BEST IN JERSEY. 
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f you are living or working abroad, Abbey National 
„A will help you make the most of your money. 
Jersey’s genial financial climate, your funds will flourish 
surely as the flowers. And now that Abbey National 
established in the Island, you can have all the benefits 
“a building society account with high, tax-free interest, 
id much more besides. 

We've joined forces with The First Nationàl Bank 
` Chicago to introduce a fast and highly efficient 
ternational money transfer system which allows you to 
ansfer money from your bank account to your Offshore 
ivestment account, wherever you happen to be. 

Our Offshore investment accounts are so flexible, 


ou'll find exactly the right one for your needs. Offshore 


lus offers instant access and five rates of interest, 
epending on how much you wish to invest. You can start 
rith just £500. Offshore 90 offers even better rates (at 90 
ays’ notice), and you need £1,000 to get started. In all 
ases, no tax is deducted; your interest is paid in full. 
Now we've 
lanted the thought, 
"nd us the coupon. ADDE 
And we'll really E ATIF 
et things growing. Dita 





(OVERSEAS) LIMITED 





ast, flexible cash flow and high-rate tax-free interest. 


Copies of the latest audited accounts are available on request. 








ing Director, Abbey National 


To: Peter Donne Davis, 
(Overseas) Ltd, PO Box 545, Abbey National House, 
Ingouville Place, St Helier, Jersey, Channel Islands. 


Please send me full details of the Abbey National 
Offshore Plus & Offshore 90 Accounts, including current 
interest rates. 





| Name 


Address 








Country. 





Telephone number 
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tate investment, leaving income as the main reason to pur- 
chase REIT shares. Most REITs yield an average of 7-9% 
annually and must distribute at least 95% of taxable income 
to stockholders. And that income is levied only at the indi- 
vidual rate. 

Foreign investors enticed by the idea of owning US real 
estate, just like the big Japanese, British and Australian 
players, should be aware that owning REIT shares subjects 
them to a 30% withholding tax on dividend income, though 
some nations have tax treaties that entitle residents to a 50% 
rebate. 

Conversely, the securitised nature of REITs exempt them 
from the US Foreign Investment Real Property Tax Act, 
which taxes foreigners’ capital gains from real estate at the 
highest corporate rate. 

The stockmarket crash of October 1987 sobered investors 
worldwide and heightened the appeal of REITs, which as a 
group fared better than other stocks in the aftermath of Black 
Monday. This was, in part, because REIT prices are not as 
volatile as other equities, and that has put a new face on the 
device. 

Investing in a REIT is now regarded as buying a long-term 
security that will hedge against stockmarket swings, inflation 
and other economic uncertainties. That is a long way from 
REITs’ days as the bad boy of the US capital markets. 

But surface attractions can 
mask blemishes. Some trusts are 
traded for their dividend and not 
necessarily for asset quality. A 
trust also needs a healthy cash 
flow that reflects solid invest- 
ments and good judgment, 
rather than earning income by 
shedding assets. REITs are sensi- 
tive to interest rates and react 
best when rates are in decline. 
And because it is not a volatile 
investment, a REIT’s liquidity is 
largely illusory. 

Trusts are often thinly capi- 
talised and not many broker- 
ages follow them, so trading can be 
lax. 

If a shareholder needs to bail out 
for personal reasons or to stem loss- 
es in a falling market, the well may 
be dry. Average daily trading volume in Rockefeller 
Centre shares, for instance, is 37,900, or about 0.01% 
of its 37.5 million shares outstanding. In contrast, a 
typical security trades 7.5% of its outstanding shares 
on any given trading day, reflecting a much broader 
market. 

Some investors are adding a new twist to REITs, buying 
them as possible takeover speculations. While the REIT 
market is due for changes, including new specialised trusts, 
industry takeovers are tricky because many trusts have built- 
in barriers to hostile acquisition. Nonetheless, demand for 
real-estate portfolios is active enough that a REIT buyout is 
certainly possible. 

Professionals advise putting REITs aside for several 
years, pocketing the interest and leaving the asset as one 
would if buying a piece of property. They also caution 
would-be speculators to do their homework. The higher 
the yield, the more likely that quality is riskier. And do 
not write off a market just because one segment has done 
poorly. 

In Houston, for example, office buildings have a 31% 
vacancy rate, but one REIT in the Houston shopping- 
centre market enjoys a 93% occupany. Above all, know 
who is managing the trust and what kind of real estate is 
being handled. REITs do not come with property insur- 
ance. [R] 
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Malaysia’s forgotten 
blue-chip stocks 


By Nick Seaward in Kuala Lumpur 


I you accept the premise that the only way of making real 
money is to do the opposite of what the herd does, then the 
equity market in Malaysia offers considerable scope for capi- 
tal appreciation at the moment. Furthermore, most local in- 
vestors seem to have overlooked the fact that some Malay- 
sian stocks are now offering dividends twice what the local 
banks pay for long-term deposits. That alone should be 
enough to overcome fears of the double peak/imminent 
global crash variety. 

Boredom and fear seem to have taken such a firm grip on 
the Kuala Lumpur Stock Exchange (KLSE), that the recent 
spate of good corporate results and bullish economic news 
has had little or no upward effect on prices. The KLSE com- 
posite index has dropped 11% since the beginning of August, 
yet the economy is growing at nearly double last year's rate. 

Although, for instance, the government has been sending 
out very strong signals that a major corporate tax cut of at 


A MATTER OF TIMING 





Source: Bank Buruh. 


least 5% is on the cards for the 21 October budget, it does not 
seem to have sunk in that this will have an immediate lower- 
ing effect on prospective multiples to the extent of some 
10%. Even without a tax cut, Crosby Securities estimates 
that the earnings pick up in 1989 gives the component stocks 
of the Composite Index a prospective multiple of 15.8 at 
today's prices, compared with 28.2 just before the crash. 

Some stocks are priced very attractively at the mo- 
ment. Malaysian International Shipping Corp. at M$6.70 
(US$2.49) a share is trading on a prospective p/e for 1989 of 
8.4. The company has a solid earnings base from its long- 
term contract for the carriage of liquefied natural gas from 
Sarawak to Japan, and the improvement in freight rates for 
the tramp markets should lift profits. Similarly, W. I. Carr is 
recommending paper and packaging manufacturer Muda 
Holdings, with a prospective p/e for 1989 of 9. 

Malaysia Airlines is expected to announce earnings of 50 
M cents a share for the year ending March 1989, placing it on 
a multiple of 12.8 at today's price of M$6.40. The implication 
of lower fuel prices seems to have been ignored completely 
by the market, as has a 40% increase in tourism compared 
with last year. 

The fundamentals, then, are reasonably sound. However, 
good fundamentals never spared a counter from a crash. 

Even if the world's stockmarkets were to do a repeat per- 
formance of October 1987 next month, some companies on 
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the KLSE offer such good dividend yields that investors 
could afford to wait until the market picked up again and still 
do better than if they had kept their money in the bank. 

There are 10 counters with trustee status on the KLSE 
that are giving dividend yields which are double the savings 
deposit rate of 2.9% quoted by Malayan Banking. The shares 
of Malayan Banking itself — though traditionally one of the 
pricier blue chips on the exchange — even offer a dividend 
yield of 2.6%. 

Have a look at Esso Malaysia — 65% owned by Exxon 
Corp. Although expensive at a p/e of 31.3, Esso is offering a 
dividend yield of 6.5% at the current price of M$4.60. Malay- 
sian Tobacco Co. (MTC) — 61% owned by BAT Industries 
of Britain — currently offers a yield of 7.8% and a p/e of 25 at 
a price of M$4.38. Another British-owned tobacco company, 
Singapore-based Rothmans (not to be confused with 
Rothmans of Pall Mall [Malaysia], which is not so A is 
giving outstanding value with a yield of 5.8% and a multiple 
of 12.8. 

A member of the Sime Darby group, 72%-owned Trac- 
tors Malaysia, is offering a dividend yield of 5.8% and is trad- 
ing on a prospective p/e for the year ending June 1989 of 14.7. 
The company has benefited strongly from the upturn in the 
logging industry. ; 

Even Sime Darby itself, which is recommended by virtu- 
ally every broker in Kuala Lumpur as a good play on most 
major sectors of the economy, is giving a yield of 3.5% , which 
ison a par with the nine months’ fixed-deposit rate. At today's 
price of M$4, some brokers are giving Sime a prospective p/e 
of 23.5 for the year ending June 1989. This may seem rather 
high compared with some other markets, but it is less 
than half Sime's p/e when the market reached its height last 
July. oO 
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Rupiah deposits attract 
mainly domestic players 


By A Correspondent in Jakarta 


N o one is liable to confuse Jakarta with an investors’ haven 
— procedures for investment are unclear, often differing 
from one institution to the next, and the range of investment 
opportunities is more limited than in neighbouring countries. 
But high rates on rupiah-deposit accounts have attracted 
some interest from abroad and wise foreign investors say that 
returns are attractive relative to the risks. 

The most common investment in Indonesia is in time de-. 
posits, which are offered in maturities ranging from one to 24 
months. At the end of July, total outstanding time deposits 
amounted to Rps 18.6 trillion (US$10.9 billion), up Rps 3.2 
trillion from the beginning of the year. The 12-month matur- | 
ity account comprised more than a third of all deposits. Time 
deposits currently offer a 17-20% annual return, depending | 
on maturity and amount. 

The vast majority of deposits are owned by Indonesians or 
resident foreigners. Unfamiliarity with Indonesia's invest- 
ment climate plus the shortage of investment alternatives 
have discouraged investment by non-residents. 

State banks hold the majority of time deposits with Rps 
11.1 trillion and private national banks control another Rps 
6.5 trillion. The 11 foreign banks allowed to operate in | 
Jakarta hold only a small portion of the time deposits, just 
Rps 700 billion. In general, the private national banks offer 
slightly higher rates but the rate differentials among the three 








Nationale-Nederlanden reports excellent half-yearly results. 


Nationale-Nederlanden is the largest insurance group in the Netherlands and one 


of the largest in the world, providing life and non-life insurance services, profes- 


sional reinsurance and related financial services to clients in some 20 countries. 


Improved currency exchange rates and continued recovery in the non-life 
sector have combined to boost revenue and profit for the first six months 
of 1988. Net profit increased by 12.296 to Dfl. 326.4 million. Profit per 
share increased from Dfl. 2.54 to Dfl. 2.71 and revenues increased 10.696 
to over Dfl. 10 billion. Shareholders funds increased by 2796 to Dfl. 7.9 
billion. The Executive Board expects a continued improvement in revenue 
and profit per share through the end of the year. For a copy of 
Nationale-Nederlanden's half-yearly figures, apply to any of our affiliated 
companies, or Nationale-Nederlanden N.V., International Division, Johan 


de Wittlaan 3, 2517 JR The Hague, The Netherlands. 


Nationale-Nederlanden ÎN) 


Affiliated companies or branch offices in the Pacific area: National Life Hoken, Tokyo; N.V. The Netherlands Insurance Company, Hong 
Kong; P.T. Maskapai Asuransi Nasuha, Jakarta; The Netherlands Insurance (Malaysia) Sdn.Bhd., Kuala Lumpur; N.V. The Netherlands 
Insurance Company, Manila; N.V. The Netherlands Insurance Company, Singapore; Mercantile Mutual Holdings Ltd., Sydney. 
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categories of banks are minor. A small 
number of banks also offer certificates 
of deposit but their popularity — Rps 
200 billion outstanding as of July — lags 
far behind that of time deposits. 

The difference between rates on 
time deposits in Jakarta and, say, Singa- 
pore reflects investors’ perceptions of 
future rupiah devaluation. The govern- 
ment does not announce a schedule for 
devaluing the rupiah but the cost of the 
central bank's currency swap facility, 
currently about 9.25%, is seen as a 
proxy for official devaluation plans. The 
rupiah devalued against the US dollar 
by only 3.4% in the year ending Sep- 
tember 1988 but investors remember 
well the sudden 31% devaluation the 
government announced in September 
1986. 

There is wide agreement in banking 
circles that the government is sincere in 








Jakarta stock exchange: tightly controlled. 


MARLANE GUELDEN 


the year Indonesia's Finance Ministry 
said it was studying the possibility of 
taxing time deposits, generating fears of 
renewed capital flight. The steady 
growth of time deposits in recent 
months, however, suggests that domes- 
tic investors believe returns are suffi- 
ciently high, even if a tax on interest is 
introduced, and that market fears of a 
major devaluation are not widespread. 
Outside Jakarta's money markets, 
there are few possibilities for financial 
investments by foreigners. Real estate 
and most other tangible assets cannot be 
bought by foreigners, though some in- 
vestment of this sort is said to be fun- 
nelled through middlemen. Nor is buy- 
ing shares in the tightly controlled 
Jakarta stock exchange a feasible alter- 
native. Eighteen of the exchange's 24 
firms are foreign joint ventures which 
are already behind in their government- 








its pledge to maintain a freely converti- 
ble foreign exchange policy and most analysts believe that 
another major devaluation is unlikely. A sharp devaluation 
would badly hurt investor confidence at a time when the gov- 
ernment is trying to attract new foreign direct investment 
in a bid to improve non-oil and gas exports. Investors can in- 
sure rupiah deposits by buying a forward dollar contract — 
which currently costs about 1176 — but most deposits are un- 
hedged. 

Part of the appeal of time deposits is that interest income 
is tax-free in Indonesia, except for non-residents. Earlier in 


mandated schedule of transferring own- 
Pee to Indonesian nationals. The remaining six domestic 
firms are off-limits to foreigners. 

A reform package issued by the government last De- 
cember promised the establishment of an over-the-counter 
(OTC) market with easier listing requirements for interested 
firms. Unlike the stock exchange, the OTC market will trade 
in bearer shares and foreigners will be allowed to participate. 
However, despite some early momentum, little progress has 
been made in bringing the OTC to life and exchange officials 
have yet to announce an opening date. 








You Could Gather It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 
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Small Investment . . . Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


pee this coupon today! 

Circulation Manager, 

Review Publishing Company Limited, 

G. P. O. Box 160, Hong Kong. 

Please enter my one year subscription (12 issues) for the 
CHINA TRADE REPORT. | enclose a cheque/money order 
of made out to the Review Publishing Company 
Limited. Or, please charge my credit card (tick one): 


| 

| 

| 

| 

| 

| 

| American Express O Diners Club O 
| MasterCard [ Visa O 
| (Please print in block letters) 

| Card No.: 

| Exp. Date: 

| 

| 

| 

| 

| 





Signature: 
Name: 





Address: 








Annual subscription rates: HK$2,575/US$330 


Sent airmail anywhere in the world. R1027CTR4M 
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. MARKET INDICA ORS get a bigger portion of the pie in times of 
erratic price movements in the stock- ` 


Philippine fund for E rate 

the small of pocket | Early results are encouraging. More 
| 
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than 400 punters have so far taken a bite 
| of the cherry, including a few retirement 
funds of large Philippine companies. As 
at 14 October, the net asset value of the 
fund was P5,083.88 a unit, an 


By Jose Galang in Manila 


D the bearish sentiment which 
has pervaded the Philippine stock- 
market since late August. Manila-based | of 1.7% since the launch or 
International Corporate Bank (Inter- | tember. The value increase w 
: Bank) has launched the Interbank Capi- | trast to a 2.6% decline in the M; 
ae tal Fund — a unit-trust fund for invest- | Stock Exchange’s composite index over 
gf | ment primarily in the local stockmarket. | the same period. The fund is also open 
InterBank is 40%-owned by American | to foreign investors. 
Express Bank. The local expatriate community isan 
The minimum initial investment is | obvious target market. Gomez. de- 
four units ( 20,000 or US$939 at the | scribes the fund as an alternative to the : 
fund's launching date), an amount that, | traditional interest-earning deposits or 
on its own, would give thesmallinvestor | fixed-income placements "by adding 
little room for manoeuvre in a volatile | the prospect of capital growth through 
1E | market. price appreciation." 
clos Bei Rt D VEM The fund has a “long-term orienta- There is no prescribed holding 
tion” to help local industries and to | period for investments, but three days’ 
achieve capital growth, according to | notice is required for terminations. The. - 











mer ea se 































































































"T Brain T kep i988 [icma] InterBank vice-president Victorio | bank charges 1% opening and 1% clos- 
l'ErxaenAmseciume | s7 | cas | 8 | Gomez, who heads the bank'strust-and | ing fees on placements. The daily 

Unders yaars "mem wn | | investment-services division. It will stay | quoted net value a unit, however, al- 
[mme a wu CN | away from speculative issues — with a | ready reflects all other fees and taxes. 

ed sos EUR a — i maximum 80% invested in blue-chip | The capital-market fund is the sec- 
a Len stocks listed on the Manila and Makati | ond unit-trvst fund to be launched by 
Uus ^ — VSewa | coms | B exchanges. Gomez says the fund will | InterBank. Last year it introduced “In- 
DOANEAN i EM also be invested in fixed-income govern- | terFund," which is mainly invested in 








ment securities and bonds, which could | fixed-income securities. 

















stitutions are expected to make heavy 


German bonds use of the new contract as dealings in 


German bonds are as large in Tokyo as 
traded in London they are in New York. 
The fact that Frankfurt — the main 
i a cash market for German bonds ~ is 
cod Ask a " PHEEE q | By Anthony Rowley in London only an hour away from London (in 
7) : ondon has pre-empted Frankfurt by | terms of time zones) and given that a 
launching the first Deutschemark- | large proportion of cash trading in these 
dE | denominated futures contract on West | instruments is already carried out in 
Eee S B Yen enay Ree bcos SB d | German Government bonds. The new | London, should mean success for 
contract began trading on the London | LIFFE's new Bund contract. 
International Financial Futures Ex- The West German authorities are 
change (LIFFE) on 29 September. understood to be annoyed that London 
| West Germany's bond market isnow | has launched a contract, which is felt by 
the fourth largest in the world (after | rights to belong to Frankfurt. But the 
New York, Tokyo and London) and est German futures exchange is not 
though there are some US$150 billion | expected to be in action until next year. 
worth of issues outstanding there hasup | German banks may thus face political 
to now been no way in which investors | constraints in dealing in the new Lon- 
; d = | could hedge interest-rate risks on these | don contract. 
LUC ME neo hs 139 I / popular instruments. Up to now, the West German bond 
Jd — By using the new German Govern- | market has been the only big interna- 
| ment Bond (Bund) contract on LIFFE | tional fixed-income market without an. 
— which terminates on delivery of the | associated futures market. 
| bond unless the contract is liquidated | LIFFE has appointed 16 designated 
| beforehand — investors can hedge | brokers for the Bund contract and these 
against rises or falls in Dm interest rates | have undertaken to keep a broker in the 
| and dug eia fluctuations inthe price | Bund trading pit for at least three 
of bonds. They can also deal in Dm/US$ | months. 
contracts on LIFFE to guard against Trading was verv brisk on the open- 
currency fluctuations. ing day with more than 8,000 contracts 
The minimum size of trading unit for | traded. The Japanese Government 
the new Bund contract is Dm 250,000 | Bond contract on LIFFE has, on the 
(US$134,408), so it is aimed principally | other hand, suffered from relatively 
e institutional investors. Japanese in- | thin trading since its recent launch. {J 
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Investors show little 
appetite for food stocks 


By Review Correspondents 

here is no doubt that food stocks are failing to tickle the 

taste-buds of investors around the Asian region these 
days. The basic reason is that the food sector appears to un- 
derperform the market, while a combination of domestic and 
international considerations are pressing some companies’ 
margins. This means that those most willing to adapt to new 
circumstances are the best prospects in the longer term. 

Nearly half of the 50 Japanese food companies quoted on 
the first section of the Tokyo Stock Exchange made record 
profits in 1987. While the industry turned in its fifth consecu- 
tive year of profit growth, the sector as a whole has underper- 
formed the rest of the market by 16.8% since the start of 
1988. 

Profit growth is expected to slow because of the rising cost 
of sales and administration, and increased competition 
brought about by the Japanese Government's agreement 
earlier this year to abolish import quotas on 10 important 
food products, including beef and processed fruit, over the 
next four years. The Uruguay round of Gatt negotiations is 
expected to further expand Japanese food imports. 

Adaption will be the key for growth in the new climate. 
Nichirei, the leading producer of frozen food, will benefit 
from food imports that require refrigeration. Credit Suisse 
Investment Advisory in Tokyo says its profits are expected to 
reach ¥7.2 billion (US$56.9 million) in the year to March 
1989, a third higher than 1986. Nippon Meat Packers is also 
gearing up for meat imports. Kagome, which will be hit by 
the liberalisation of tomato products, is rapidly becoming a 
global food firm. 

Pokka Corp., a canned soft drink firm, is looking for a US 
company to buy. Credit Suisse says Pokka's profit prospects 
remain "excellent". Ajinomoto, Japan's largest integrated 
food maker is also the most diversified geographically. More 








than 60% of its monosodium glutamate and aminoacid pro- 
ducts are produced overseas. Further moves into foreign 
markets and into pharmaceuticals should keep profits rising. 
Confectionary maker Meiji Seika is pushing into phar- 
maceuticals, too. Its profits look under pressure. 

South Korean food companies have racked up solid sales 
increases, due to booming domestic demand. The first half 
turnover of the 24 listed food and beverage firms rose 13.7% , 
but profits edged up only 





Scrimgeour Vickers' analyst Y. W. Kim. Kwon Young Gun, 
senior economist at Ssangyong Economic Research Insti- 
tute, thinks Hai Tai Dairy's cheese business should do well 
from the higher consumption of dairy products. 

Cheil Sugar and Miwon, two of the most active food 
stocks, both posted first-half declines. Miwon, best known 
for its condiments business, saw higher raw material prices 
cut profits 41% while turnover was flat. Analysts recom- 
mended food stocks last year on the belief that domestic con- 
sumption would rise on the heels of double-digit wage in- 
creases. Both Kim and Kwon fret that the lack of investor in- 
terest in the food stocks is likely to mean they will continue to 
underperform the market. 

Three stocks top Taiwan's competitive food-processing 
sector: President Enterprises Corp., Wei Food Corp. and Ve 
Wong Corp. They face increased competition from imports 
due to lifting of import tariffs and appreciation of the New 
Taiwan dollar, while their mainly domestic markets have lit- 
tle room to expand sales. To keep earnings up, the com- 
panies are having to aggressively diversify. 

President Enterprises is a stable earner and the best play. 
It holds the 7-Eleven convenience store franchise through 
which it markets its products, as well as the Kentucky Fried 
Chicken business. President has sucessfully diversified into 
batteries, electronics and trading. Publicly listed last De- 
cember, President had net profits in 1987 of NT$1 billion 
(US$35.5 million), on sales of NT$15.1 billion. It predicts 
earnings this year of NT$1.04 billion. 


W ei Chuan is also setting up a chain of convenience stores 
— AM/PM stores — in a joint venture with the US oil 
company, Atlantic Richfield Co. Its investments include 
leasing and trucking companies, a can manufacturer and 
Pepsi-Cola's local bottling plant. Wei Chuan's 1987 profits of 
NT$297 million were on sales of NT$6.7 billion. Prospective 
1988 earnings are NT$276 on sales of NT$7.3 billion. 

Ve Wong has a solid financial base and good management 
which makes it one of the better buys. About 60% of its sales 
are in monosodium glutamate (MSG), a flavour enhancer 
used in Chinese cooking. Ve Wong has talked about moving 
some of its MSG production to Thailand to avoid expensive 
investment in pollution-control equipment for processing 
waste water. Ve Wong predicts profits in 1988 of NT$300 mil- 
lion, up 23% from last year's NT$244 million. 

However, as with most of Taiwan's listed stocks at pre- 
sent, it would be a brave investor who buys into a thin market 
before a discernable resistance level appears. The market 
index has been dropping like a stone since the government on 
24 September announced plans to re-introduce a capital- 
gains tax on securities trad- 





3.5%. The stocks have [Zig 
badly underperformed the |^ 
market, and analysts are 
gloomy about prospects. 
The food and beverage 
index rose 11% before hit- 
ting its high on 7 June, 
while the market rose over 
one-third. Food and bever- 
age stocks have since drop- 
ped 17%. 

Analysts are keen on 
Nam Yang Dairy, which 








ing from next 1 January. 

The Stock Exchange of 
Singapore (SES) carries 
few pure plays on food pro- 
cessing with most counters 
either heavily concentrated 
on beverages or involved 
mainly in the retailing and 
processing of a few own- 
label products. 

Fraser & Neave, the 
bottler for Coco-Cola, has 
a dominant position in the 


has a strong position in the carbonated soft drinks 
growing ven ge and market but will continue to 
fermented-milk markets. experience capacity re- 
ee consumption in South straints until its new Tuas 
orea is about one-tenth plant starts in 1989-90. 
that of Western countries Shareholders have ap- 
M gi that .of ote » S$150 million 
apan, but is growing 2 million) rights 
quickly, says Citicorp Fresh vegetable shop: import quotas abolished, FNCA TMS] issue to fund the acquisi- 
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tion of a controlling stake in Cold Storage Holdings. in 
partnership with the Australian-New Zealand group Good- 
man Fielder Wattie, and the buy-out of the remaining shares 
in TLC Beatrice Singapore's dairy products business that it 
does not already own. 

Yeo Hiap Seng is favoured by analysts for its strong re- 
gional exposure, with exports of soft drinks and canned foods 
to Hongkong and Indonesia. It has the Singapore franchise 
for Pepsi-Cola, Seven-Up and Schweppes but its strongest 
presence is in the non-carbonated drinks market. The com- 
pany has invested in an aquaculture project in Johor, 
Malaysia, and has bought a 25% stake in local stockbrokers 
Tsang and Ong. 

Cold Storage is being restructured, which will see the hiv- 
ing off of its property assets into a new, separate company 
and the creation of a new Singapore-based holding company 
for its remaining food-based operations. The company is ac- 
tive in food distribution, retailing and manufacturing. Over- 
all, however, analysts do not much fancy the counter. Cere- 
bos Singapore is given a better rating because of the strength 
of its Australian and New Zealand operations, which account 
for about 60% of profits. It has also gained respect from the 
way it turned around the Pizza Hut operation. 

Both Cold Storage and Yeo Hiap Seng are active in 
Malaysia with locally controlled associates. Cold Storage 
Malaysia operates five supermarkets — soon to be seven — 
and a growing chain of pharmacies. It also owns the Tasty 
Bake bakery shops. In a bid to boost flagging profits, the 
company says that it will concentrate on food manufacturing 
in the future. It hopes that the opening of its M$60 million 
(US$22.5 million) Weld shopping centre development in 
Kuala Lumpur will increase turnover by M$30-40 million a 
year. 

Canned food, beverages and sauces account for 70% of 
Yeo Hiap Seng (Malaysia)'s turnover and it has a joint ven- 
ture with animal-feed maker Gold Coin for the marketing 
and distribution of poultry products. It is also big in the in- 
stant-noodles market. 

Soon-to-be-listed KFC Holdings (Malaysia) dominates 
the poultry market through its ownership of the Kentucky 
Fried Chicken fast food franchise. It is developing its own 
hatcheries, broiler farms, feedmills and slaughter-house to 
provide a completely integrated operation. KFC also mar- 
kets its own brand of processed chickens for the retail market 
in Malaysia and exports to Japan. 

Two listed companies with strong interests in the canned 
and powdered milk market in Malaysia are Dutch Baby Milk 
Industries (Malaya) and The East Asiatic Co. (EAC). Dutch 
Baby is a tightly held manufacturer of Dutch Lady 
sweetened condensed milk and also distributes coffee. EAC 
competes with its Dumex brand of milk and also distributes 
confectionery and biscuits. 


hailand’s listings of food stocks are not extensive and 

several are thinly traded. The listed subsidiaries of agri- 
business giant Charoen Pokphand, tend to be upstream in 
the vertically integrated group’s network. They focus on feed 
trading and production, breeding, hatching and raising 
swine, chickens, ducks and prawns. Bangkok Produce Mer- 
chandising, mainly a trader of feed ingredients, will soon 
open a I-million-chicken-a-week processing plant. 

New listing CP Northeast has some regional wholesale 
of eggs, poultry, swine and prawns. The group's Hongkong- 
listed subsidiary, CP Pokphand, is also a diverse real-estate, 
industry, feedmill, trading and holding company, with in- 
terests in chicken production in China. But investors are 
suspicious of the group. With fluctuating cross-holdings and 
suspected extensive transfer pricing in the vertically integrat- 
ed group, listed company prices have sunk in recent months. 

Rarely traded are international milk products firm 
Foremost Friesland Thailand (FFT) and noodle makers Thai 
President Foods and President Rice. The President sister 








firms have been hit by rising raw materials costs and shares 
have drifted downward. Some analysts see them as reason- ^ 
able buys now. FFT is tightly held by the European parent 
and other foreign investors. 

Well-traded are Serm Suk, the Pepsi bottler, and a Thai 
punter’s favourite, Siam Food Products (SFP). Serm Suk has 
boosted its provincial marketing operations and its market 
price reflects expectations of strong sales growth. Pineapple 
canner and exporter SFP has had disappointing sales 
year, and share prices have only risen recently on capital 
raising rumours. B 

The Philippines has only one listed food-processing com- - 
pany, Purefoods Inc. Industrial giant San Miguel Corp. is. 


MIXED MENU 









































better known as a beer brewer, though about a third of its 
evenues come from food lines, including ice cream, dairy 
products and dressed chicken. 

Purefoods is majority owned hy the property-based con- 
glomerate Ayala Corp.. with a minority interest held by the 
World Bank's equity-investment arm International Finance 
Corp. The stock is currently trading at about 12 times earn- 
ings. Net profit in 1987 was P 114 million (US$5.4 million), 
helped by a revival in consumer spending that came with the 
overall economic recovery. The company is investing some 
P40 million this year to expand prawn production. It aims to 
become the country's largest prawn exporter. Prawns are ex- 
pected to contribute P500 million to this year's forecast sales 
of P2 billion. 
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BUSINESS AFFAIRS MINING 





Manila hopes to revive its stagnant mining industry 


Exploring for policies 


By James Clad in Manila 
i es Philippines is looking for a for- 
mula to breathe life into its stagnant 
mining industry. A comprehensive set 
of laws and regulations is due to be 
enacted next year to replace the one-of- 
kind arrangements and "special deals" 
which marked the mining sector during 


the era of ousted president Ferdinand | 


Marcos. At the same time, policymak- 
ers are seeking ways to attract much- 
needed foreign investment in the face of 
a constitutional bar on foreign firms 
owning more than 40% of a mining ven- 
ture. 

The mining sector remains a con- 
tradictory area of the Philippine econ- 
omy — one that continues to earn signi- 


ficant foreign exchange and generate | 


considerable employment, especially 
for small-scale gold miners. Yet, even 
within a government not noted for alac- 
rity and determination, it has not en- 
joyed a coordinated, high-level of atten- 
tion. 

It also suffers from declining produc- 
tivity and an “almost zero level of explo- 
ration" by private companies, according 
to Environment and Natural Resources 





rious foreign experts have been writing 
a model investment prospectus to in- 
duce more foreign investment. 

The central bank is working on a 
draft plan to allow foreign firms 10096 


equity in new mining ventures by grant- | 


ing them pioneer status, bypassing the 


constitutional limit of 4096. However, | 


this plan is unlikely to succeed as the 
constitutional waivers must be ap- 





proved by the Philippine Congress and | 


observers doubt that it would grant for- 


eign firms this degree of control over | 


Philippine resources. 

There are a variety of foreign-funded 
projects under way to help develop pol- 
icy for the industry or to improve the 
data-base for actual exploration. A 
Canadian-backed task force is prepar- 
ing a "master plan for minerals industry 
development" which, Factoran says, 
“will identify the downstream industries 
to be recommended for development to 
expand the local market." 

Japan is financing and supervising a 
geological mapping and mineral explo- 
ration project, which already has co- 
vered more than 150,000 km?. Few have 





Gold-rush town in Mindanao: 


px E ; 


v # 
ill generating foreign exchange. 








Secretary Fulgencio Factoran, even 
though by the first half of 1987 the turn- 
around in metal prices resulted in gross 
value-added rising more than 15% on 
the same period in 1986. 

Only now, after two-and-a-half years 
in office, is the Aquino government get- 
ting close to enacting a new mining code 
to replace the Marcos-era “special 
deals.” The new code has been written 
with the aid of UN advisers, who have 
expanded the theme to include, not only 
a new mining law but also a mineral in- 
E promotion programme. Va- 





any illusions about the possible benefit 
of this and other foreign-backed pro- 
jects to foreign mining companies or 
Philippine miners, but Manila is not in a 
position to be choosy. 

Japanese geological maps on 
1:50,000 scale have become publicly 
available. Another Japanese project, 
coordinated by the Geological Survey 
of Japan, focuses on rare and precious 
metals. French aid is paying for a pro- 
ject covering geodynamics and likely 
areas of mineralisation in northern 
Luzon, a region rich in mineral re- 











sources. Paris has also financed surveys 
in Masbate, Leyte and Mindanao. 

On a more commercial plane, many 
Australian firms working in Indonesia 
since the expansion of mining activity 
there are looking into direct investment 
in the Philippines. The prospects, par- 
ticularly in gold mining, have attracted 
virtually all the major Australian min- 
ers. Among them Bond Corp., BHP 
Minerals, CRA and Western Mining 
over the past two years have had 
representatives in Manila looking for 
partners, rather than for minerals. 

The Philippines’ wide spread of min- 
eral resources gives it a ranking among 
the top 10 producers of nickel, chro- 
mite, copper and gold. In 1986-87, ex- 
ports averaged USSI billion a year, 
excluding cement and coal. Mining tra- 
ditions linger from colonial days, and 
the thinly traded Manila and Makati 
stock exchanges are invariably led by 
mineral listings. 


Tas economic crisis of the mid-1980s 
did not overwhelm the strengths of 
Filipino mining personnel — both man- 
agers and workers have retained pro- 
ductivity at an internationally competi- 
tive level. Until recently wages were 
also competitive with similarly ranked 
developing countries. But the roller- 
coaster effect of mineral prices during 
the 1975-85 decade hurt the industry. 
Depressed prices for nearly all miner- 
als except gold closed mine after mine. 
The bigger local firms — like gold min- 
ers Benguet Corp. and Lepanto Con- 
solidated and copper miner Philex — 
managed to cope by slashing costs and 
reducing gearing. 

Some sound, smaller companies like 
Apex, Surigao Consolidated and Ito- 
gon-Suyoc Mines also managed the 
transition. Some others, notably copper 
miners Atlas Consolidated and Marcop- 
per, had accumulated too much debt to 
be able to keep their operations in pro- 
fit. The government also chose the 
wrong time to develop the Pasar copper 
smelter, which began operating in the 
trough year of 1983. Its debt-equity 
ratio reached 90:10 by early 1987. 
Another casualty of the price drop was 
the Nonoc nickel refinery, which closed 
in March 1986. 

Because of the political crisis ensuing 
after late 1983, the government's grip 
on the industry weakened. Industry and 
government interaction has picked up 
since Factoran took over the scandal- 
plagued Department of Environment 
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and Natural Resources (DENR) in 
* November 1986. “The mining indus- 
try," to quote from a restricted World 
Bank paper last year, “is subject to a 
wide variety of laws, regulations, execu- 
tivé orders, presidential decrees [PDs] 


and letters of instruction regarding taxa- | 


. there seem to 
exceptionally large 


"^ tion and incentives . . 
have been an 


‘special deals’ for projects and com- 
panies." 
A new mining code may emerge 


Philippine Constitution, which abo- 
lished the leasehold system of grant- 
ing mineral rights. This was seen as hav- 
: "ng been badly abused during the latter 
*. years of Marcos. 
-* Pending the enactment of the code, 
_ ;Factoran's office recommended the is- 
-suing of various executive orders (EOs) 
by President Aquino. These include: 
> EO 211, which perpetuates earlier 
presidential decrees by Marcos allowing 
for the issuance of mining permits. 
» EO 279, which authorises the envi- 
ronment and natural resources secret- 
ary to negotiate and conclude with for- 
eign investors various joint-venture, co- 
production and production-sharing 
agreements for mineral resources. 
About five major foreign proposals 
are currently before DENR. The most 


advanced is a proposal from Freeport- | 


McMoRan of the US for sulphur mining 
approvals. Factoran has also been talk- 
ing to South Korean interests. 


Factoran used to be Aquino's deputy | 
executive secretary. He has a long his- | 
tory of social activism in a key human- | 


rights lawyers’ group. but he also has 
canny political and business skills. Fac- 
toran retains a reputation for compara- 
tively straight management with re- 
liance on technocrat managers. It is less 
clear whether his administrative dic- 
tates are successfully navigating the 
government channels at provincial and 
district-level branches of DENR. 


mileage: Factoran endorses such mea- | 


sures as a Philippine House of Repre- 
sentatives bill which aims at a imple- 
menting a "People's Mining Program- 
me." 
Factoran also speaks often of enforc- 
ing environmental bans, such as an off- 
. again, on-again closure of Marcopper's 
operations on Marinduque island for 
polluting the sea with mine tailings. 
Aquino failed to give him the crucial 
support he needed to withstand heavy 
; pressure against closure. This rather cut 
across a “Policy and Programme 
Agenda for the Environment and 
- Natural Resources Sector," which 
takes a strong environmental position. 
The proposal went to cabinet last 
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year and has not been heard of since. 
The new mining law for small miners 
ostensibly will bring order to the Klon- 


| dike-style gold mining occurring espe- 


| cially in Davao del Norte in Mindanao 


and,- according to Facvtoran, "bring 
them into the mainstream of the formal 
economy." But the main impetus for the 


; law appears to be a desire to bring the 
number of regulatory orders providing | 


ever-rising amounts of gold (perhaps as 
much as 25 tonnes in 1987) won by the 


; estimated 230,000 small miners into 


| the central bank purchasing system. 
from the congress by mid-1989. Much of | 
the new code derives from the new | 
| legislation an "urgency" certification, 
; but nothing has happened. 


Aquino has received a recommendation 


from her cabinet committee to give this | 


Of immediate concern is the future 
of tax exemptions, epitomised by PD 
1416 of 1984. which deferred all taxes 
and other charges levied on financially 
distressed. copper companies. Atlas, 
Marcopper, Batang Buhay, Maricalum 
and North Davao Mining benefited; 
they want to continue to do so. 

Since 1986 it has been apparent that 
the most promising area of concentra- 
tion is small-to-medium sized gold de- 
posits. The government's estimate of 
these may be optimistic but small-scale 
mining will continue to be a generator of 


i employment. For structural reasons, 
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demand for copper shows no-sign of a 
turnaround. 

A question mark hangs over the 
chance that some of the predominantly 
government-owned or controlled min- 
ing companies will be privatised. This is 
an issue which generates much con- 
troversy (REVIEW, 7 July). Some of the 
most complicated divestiture issues are 
in the mining sector, and some of the 
biggest government corporations. are 
mining firms. 

i Another concern is that the present 
level of royalty payments adds to the 
cost of recovering ore reserves, turning 
"potential recoverable ore into un- 
economic waste by increasing the cut- 
off grade," asthe World Bank wrote last 
year. E 
Finally, there is a dearth of thinking 
| about what the central government 
; hopes to gain from mining revenues 
|! (which, at the bottom of the crisis in 
| 1984-85, amounted to only 3% of gross. 
| government revenue). The tax regime is 
| rarely coordinated with the type of fiscal 
| incentive offered, in part because of 
| those "special deals" noted by the 
World Bank. But a major change will fly 
| in the face of nationalistic sentiment 
| embodied in the newly ratified constitu- 
tion. 
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Pepping up the Punjab 


Pepsico’s Indian venture stimulates foreign investor interest 


By Lincoln Kaye in Bombay 

| ndia’s decision to give the go-ahead to 
a joint-venture proposal led by US 

cola giant Pepsico reaffirms the coun- 


try's growing appetite for foreign invest- 


ment capital — a neccessity in light of its 
spiralling budget deficit and debt ser- 
vice ratio. The move is also likely to re- 


| vive the interest of other foreign con- 

Making and implementing mining | 
policy impinge directly on the interests | 
of both major political players and of | 
small-time miners. Posing as the cham- | 
pion of the latter brings easy political | 


sumer good manufacturers, most nota- 


bly Pepsico's arch rival, Coca-Cola, in : 


investing in India. 
The three-year bureaucratic dead- 
lock over the Rs 220 million (US$15.17 


million) venture proposal was finally | 


broken in late September by a cabinet- 
level decision. It was agreed that Pep- 
sico would hold 40% of the equity, the 
maximum allowed under Indian ex- 
change controls. The remainder will be 
split between Voltas, an engineering 
company in the Tata group, and the 
state govérnment-run Punjab Agro In- 
dustries Corp. 

Half the revenues will come from 
snack foods, and a quarter each from 
soft drinks and condiments. Pepsi is 
committed to mobilising its worldwide 
network of fast-food restaurants to 
generate US$5 export earnings for 
every US$1 of profit it repatriates. The 
venture proposal projects Rs 2 billion 


worth of exports over the first 10 years, 
which would represent a 50% expansion 
of India's current level of fruit and veg- 
etable exports. 

Promoters claim that the Pepsi ven- 
ture, by creating a market for horticul- 
tural produce, will propel terrorist- 

beset Punjab state into a more lucrative 
| phase of agricultural growth. 
New Delhi's approval of the low- 
; tech. venture producing non-essential 
: commodities is also expected to prompt 
; interest from other foreign manufactur- 
ers. Coca-Cola has been none-too-dis- 
| creetly. sounding out potential col- 
| laborators for a similar joint venture. 
One of those approached was the Bom- 
bay-based Godrej group (like the Tatas, 
an old Parsi industrial house). 

But Adi Godrej, who heads the 
group’s food-processing subsidiary, in- 
sists that negotiations are still at a pre- 
liminary stage and many other Indian 
companies are also on Coca-Cola's call- 
ing list. Godrej says he is unsure 
whether the Pepsi approval will make it 


affiliated food-processing joint ventures 
to follow suit "It could work either 
way." hesavs. 























harder or easier for other multinational- 








Coke flounced out of the country 4 oe 











| 1977 rather than dilute its equity and 


share its “secret formula” in accordance 
with Indian requirements. Because of 
the high-profile nature of the product, 
Coke's Indian demise became a rallying 
point for economic nationalism — a sen- 
timent keenly encouraged by politically 
well-connected indigenous soft drink 
makers who have reigned unchal- 
lenged in a fast-expanding market for 
the past decade. One company, Parle 
Products, established by the erstwhile 
Coke franchisee, holds a 60% share of 
the soft drink market. 

The soft drink market will continue 
to expand at about 20% a year, Pep- 
sico’s Indian representative Ramesh 
Vangal projects, leaving plenty of room 
for new entrants as well as established 
indigenous producers. To avoid taking 
unfair advantage of its worldwide pro- 
motions, Pepsi will not use its internation- 





ally known brandname in India, Vangal 
adds. 

Local soft drink makers showed no 
such scruples. Within a week of the ven- 
ture’s approval, fly-by-night operators 
in Maharashtra started offering spuri- 
ously labelled “Pepsi” and “Seven Up” 
drink concentrate. 

The Pepsi venture will voluntarily 
limit its share of the Indian soft drink 
market to 2596. The overall terms of the 
joint venture, its promoters stress, are 
far more favourable to the host country 
than those offered by Pepsico in the 
Soviet Union and China (where the ex- 
port-to-repatriable profit ratio was only 
one-to-one). Yet local journalists, 
including nationally renowned com- 
mentators, continue to harp on the cola 
multinationals’ purported CIA connec- 
tions. 

How well Pepsi meets its lofty export 





targets will doubtless affect India’s 
readiness to accept further joint ven- 
tures. But the government left no doubt 
as to its commitment to food processing 
as a line of business with high growth 
and export potential. The industry has 
recently acquired cabinet status and 
Jagdish Tytler, a long-time personal as- 
sociate of Prime Minister Rajiv Gandhi, 
was named as the first Minister of Food 
Processing Industries. 

At the time that he announced ap- 
proval of the Pepsi venture, Tytler un- 
veiled a package of incentives for food 
processers. The measures included tax 
breaks, as well as streamlined licensing 
processors. The measures included tax 
big Indian firms entering the field. For- 
eign airlines would also be allowed to 
land in India to pick up cargo, regard- 
less of the reciprocal rights extended to 
Air-India abroad. 


e 
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Win some, lose some 


Indonesia boosts farm incomes but cuts subsidies 


By A Correspondent in Jakarta 


ndonesian farmers face increases in 
both income and expenditure as a re- 


i sult of government decisions announced 


this month. The government is to raise 
the floor price of unhusked rice by 1976 
from Rps 210 (12 US cents) a kg from 1 
January. But from 6 October, it also cut 
subsidies on fertilisers and pesticides 
from 5596 to 40% , which translates into 
22.2-25.996 increases in prices. In the 
case of urea, the most widely used type 
of fertiliser, the price was raised to Rps 
165 a kg from Rps 136. 

The government said that as a result 
of the moves, farmers would make a net 
gain and their income should improve. 
“It’s important that our farmers know 
this," said Information Minister Har- 
moko after a cabinet meeting on 6 Oc- 


tober. . 2 
Agriculture Minister War- 


Another factor, not accounted for in 
Wardoyo's calculations, is that other 
costs, such as wages for farm labourers, 
will also increase. 

But there was no doubt thai the gov- 
ernment package was intended to 
strengthen rice self-sufficiency ra: ^7 
than weaken it. The government a.» 
raised the prices of yellow corn, soy 
beans and mungbeans — the other 
crops for which it sets the floor prices — 
from the beginning of January, but not 
by as large a margin as that of rice. 

Floor prices are intended to guaran- 
tee farmers a minimum level of return 
for their produce. While the floor price, 
which is enforced through government- 
controlled village cooperatives, matters 
little out of harvest season, it becomes 





vital when harvesting starts because 





prices normally tumble. For rice, this 
normally occurs in January-April. 

Ever since becoming self-sufficient 
in the staple crop in 1984, Indonesia has 
been struggling to maintain that posi- 
tion because of the government's inabil- 
ity to keep agriculture spending at ear- 
lier levels and unfavourable weather. 

Annual production growth, which 
exceeded 8% in 1983 and 1984, has 
since levelled off, falling to 2.35% in 
1985, 1.8% in 1986 and only 0.7% last 
year, against an estimated 2.4% annual 
growth in consumption. Some foreign 
observers believe that given the trend in 
production growth rates, Indonesia may 
be forced to return to rice imports next 


; year. Government officials do not com- 


pletely rule out this prospect, saying 
that the country needs to work extra 
hard to remain self-sufficient. 

Although rice self-sufficiency re- 
mains a government objective, it has 
started to move towards allowing mar- 
ket forces to play a role in the rice indus- 
try, at least when it comes to fertiliser 
and pesticide prices. As a result of fall- 
ing oil revenues, it has been cutting on 
subsidies. 

Agriculture officials say the 





doyo underlined the same mes- 
sage to rice growers, the back- 
bone of the nation's economy, 
who were responsible for In- 
donesia achieving  self-suffi- 
ciency in rice four years ago. 
A smallholder with 1 ha of 
paddy should increase his in- 
come by 1196 after allowing for 
6% inflation, the minister said. 
Fertiliser and pesticides only 
account for about 10% of total 
costs. 

Some farmers, however, view- 
ed the governments assur- 
ances with scepticism. The tim- 
ing of the new prices means that 
farmers will lose first before en- 
joying the promised net gain. 











new prices will save the govern- 
ment some Rps 115 billion in the 
current fiscal year. This is a 
significant amount, at a time 
when the government's al- 
ready stringent budget has come 
under new pressure because of 
weak oil prices, which plunged 
to US$11 a barrel early this 
month. 

The budget, with oil ac- 
counting for just under half 
of domestic tax renvenue, was 
calculated on the assumption of 
an average oil price of US$16 a 
barrel. With little other room for 
spending cuts, agriculture ap- 
peared the most appropriate 
target. 
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itself to be the 


Pacific Place, Hong Kona, 


The right place 
at the right time. 


id Pacific Place, the largest commercial development ever under- 
taken in Hong Kong's Central Business District, is already proving 


right place for businss. 
ne comprises a retail shopping complex, serviced apart 


Phase O 
d ments, the Hong Kong Marriott Hotel, and an office tower which 
was 100% pre-leased to some of the world's most influential companies 
including American Express, ICI, IBM, and ABN Bank. 





1990 you will have the opportunity of being part of this 


d In early 
MJ important and successful development. 


Developers 





D «e Swire Properties Limited. 


Phase Two will add a further office tower, Two Pacific Place; the 
Conrad International and Island Shangri-La Hotels; residential 
apartments; and a major extension to the retail 
complex. 
d Move you ac to the right place at the right 





time. Contact t 


sole leasing agents, rie PAC | Fl C 





Lang Wootton for full details. PL ACE 


ull 





= Jones Lang Wootton 


Hong Kong Telephone: 5-217171 Fax: 5-291714 
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The unforgettable experience 
of precise ride and handling. 





Imagine this. A car that is smoothly, silently, effortlessly 
powerful. Dynamic, alert, so electronically intelligent, it is 
almost aware. Sensitive, civilized, surging forward at your 
whim, yet always under perfect control. 


Now imagine a sense of quiet cent relaxed yet fresh. 
Underneath it all, a deep pleasure blended of confidence 
and contentment, spiced with excitement. Imagine this, 
and you have just imagined the unforgettable experience 
of handling a Mercedes-Benz at full stretch. 


A balance of safety and comfort. 

A soft suspension is more comfortable, but a firm one 
is safer. To answer this old conundrum, Mercedes-Benz has 
used brilliant suspension systems that give you the 

est of both worlds in balanced perfection. 


Roadholding is further enhanced by rigorous aero- 
dynamic refinement that cuts wind resistance to laughably 
low levels and harnesses the power of the airstream to 
press the wheels even more firmly against the road. 


The result is a car that glides rather than rides, blending 
comfort, safety and cornering ability in a manner that is 
unmatched in the automotive world. 


Pinpoint control. 

The pinpoint accuracy and finger-tip ease of the 
Mercedes-Benz steering system are such that you are barely 
aware of manoeuvring the car: it just seems to ie in the 
direction you're looking. In fact, one reviewer described it 
as being "'directly connected to the optic nerve.” 

Imagine this: A car that feels like an extension of your 
will; high driving performance, high-precision handling, 
and high standards of refinement. Then test-drive a 
Mercedes-Benz and make the unforgettable experience 
a reality. 


MERCEDES-BENZ 


The unforgettable experience. 





Malaysia Philippines Singapore Taiwan Thailand 
Cycle & Carriage Bintang Berhad Commercial Motors Corporation. Cycle & Carriage Co. Industries Capital Motors Inc. Thonburi Phanich Co. Ltd. 
Lot 9, Jalan 219 Mercedes Ave, San Miguel (1986) Pte Limited 53 Nan Kang Road, Sec. 3 Building No. 3 


Federal Highway Makati, Metro Manila 1299 241, Alexandra Road Taipei Rachadamnoen Avenue 
46100 Petaling Jaya Tel. 02-601431 Singapore 0315 Tel. 02-7826123 Bangkok 
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ONE CHANCE IN diem 


You want to grow with America? Then it makes sense 
to invest or do business in a state thats outshining the 
other 49 in several important growth categories. 

Florida. 

Economic growth in this land of opportunity 
will more than double the US. average over 
the next decade. New business start-ups will 
outpace the rest of the country And Florida's 
labor supply of prime workers between 18 and 44 years 

old will continue to be the fastest growing 





among the ten largest states. And the sun will shine 
and shine some more. 
Those are the forecasts. For the literature that 
explains whats behind them, contact the 
Florida Department of Commerce, Division of 
Economic Development, 401 Collins Building, 
jllahassee, Florida 32399-2000. 
; 510-600-2141 FL TRADE TAS, Telephone: 
(904) 487-1399. 


cto FLORIDA 














BURMA PROFILE 


All the wrong moves 


Only the black economy is keeping Burma afloat 


By m Lintner in Bangkok 

When the Burmese 
army, led by Gen. 
Ne Win, seized 
power on 2 March 
1962, the free econ- 
omy came under at- 
PN: but it was 
almost a year be- 
A ‘ore the fundamental 


! BURMA RM rinciples -of “the 
BURMA i Way to So- 


cialism" were put into action. 

On 8 February 1963, the then minis- 
ter of trade and now a prominent oppo- 
sition figure, Aung Gyi, was dismissed. 
Within a week, Ne Win announced the 
state takeover of production, distribu- 
tion and import and export of com- 
modities. No new private enterprises 
would be allowed and on 23 February all 
banks were taken over by the state. A 
new Enterprises Nationalisation Act 
was promulgated on 26 February, pro- 
viding for all major industries to be gov- 
ernment-run. 

Prior to these moves and the 1962 
coup, Rangoon had been a booming 
international trade centre where a 
number of foreign banks were rep- 
resented. Several international airlines 
considered Rangoon a major destina- 
tion and Mingaladon airport was one of 
the most modern in the region. 

Today, all this is a dim memory. The 
slow processing of entry formalities and 
handling of baggage at Mingaladon 
hardly give arriving passengers a 
favourable first impression of Burma. 
For businessmen, the headaches begin 
when they are told that all official trans- 
fers of foreign currencies have to go 
through the cumbersome procedures of 
the state-owned Myanma Foreign 
Trade Bank. This bank also has the sole 
right to issue letters of credit — but to 
government departments only. 

The slow-moving officialdom is 
further hampered by the common prac- 
tice of having two men doing the same 
job; one checks the work of the other. 

All official foreign trade is subjected 
to similar supervision, but in a more in- 
stitutionalised way. The private sector is 
not allowed to deal directly with foreign 
firms. The Inspection and Agency 
Corp. (IAC) is the only government or- 
ganisation authorised to handle foreign 
agency business on a commission basis. 
In 1986, IAC represented 590 principal 
companies from all over the world. 

Most of these companies have to fun- 
nel their goods through Rangoon's once 


; 
Q 
PN 





bustling port, the main transfer point. 


for official foreign trade. The port 
handles about 85% of all maritime 








This is the last in a series of REVIEW 
briefings on Burma designed to give 
readers the background to current 
developments. 





trade. Akyab in Arakan State, Bassein 
in the Irrawaddy delta region and Moul- 
mein in Mon State are secondary ports. 

Rangoon’s port facility is old but, ac- 
cording to foreign merchants, compara- 
tively good with its solid, British-style, 
red-brick transit sheds and godowns. 
The Burmese stevedores are also consi- 
dered some of the most skilled and effi- 
cient in the region. 

However, bottlenecks exist. 
transit sheds are con- 
gested with inbound 
goods — which cost but 
do not earn foreign ex- 
change — awaiting ineffi- 
cient customs proce- 
dures. The supply of out- 
bound cargo, for which 
the sheds are meant, is 
often hampered by de- 
lays due to poor transport 
to the docks. The port 
also needs a thorough 
dredging. 

Limited barging 
facilities pose another 
major problem; Burma’s 
rivers provide the main 
lines of communication 
between the chief rice- 
growing area in the Ir- 
rawaddy delta and Ran- 
goon, as well as between the capital and 
several upcountry towns. The total 
freight tonnage carried by the Inland 
Waterways Transport Board in 1986-87 
was 2.44 million tons, compared to 2 mil- 
lion tons by rail, 1.05 million tons by road 
and only 3,300 tons by air. 

Burma's outdated fleet of Fokker 
Friendships is meant mainly for tourists 
and other passengers, but poor mainten- 
ance of the planes has caused several 
recent air crashes. In October 1987, 49 
people including 36 foreigners died in 
an air crash near the popular tourist 
destination of Pagan west of Mandalay. 

Officially, Burma's economy and 
commercial infrastructure are run by 
23 state corporations. But the black, 
or parallel, economy and transport 
system have become the most impor- 
tant. The Burmese call it “Corpora- 
tion 24," and this highly efficient net- 
work can handle almost any transaction 
of goods or money much faster than 
the government organisations. It has 
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saved Burma from economic collapse. 

In theory, money can be transferred 
from Rangoon to any bank upcountry 
where there is a telegraph facility. But 
businessmen would rather send some- 
one on an aircraft with a bag of cash 
than rely on the Burmese banking sys- 
tem. Chinese traders depend on their 
own underground financial institutions 
for transactions within the country and 
to other destinations in Southeast Asia. 

In this way, or by de facto barter at 
Burma's borders, the United Nations 
Development Programme estimates 
that US$200 million worth of goods — 
or one-third of the value of official im- 
ports — enter the country from Thai- 
land, China, Bangladesh, Singapore 
and Malaysia. Other sources say the 
value could be as much as US$3 billion 
and that this trade accounts for 70-80% 
of all consumer goods in Burma. In ex- 
change, goods smuggled out include 
opium, precious stones, pearls, jade, 
rice and teak. 

Most of these goods are carried by 
mule packs and on people’s backs on 
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winding jungle trails across Burma’s 
borders. The system supplies Burma’s 
markets with everything from plastic 
flip-flops to engine parts and tinned 
Australian cheese. Ironically, observers 
say, Burmese socialism has made the 
Burma’s people some of the most 
energetic and imaginative entre- 
preneurs in Southeast Asia. 

China is the only neighbour which so 
far has tried to legalise this trade. On 5 
August, in the midst of the political tur- 
moil, Zhu Kui, the vice-governor of 
Yunnan province, signed an agreement 
with Rangoon for bilateral surface trade 
at Rui-li in China and Muse across the 
Burmese border. 

Along the Thai-Burma border, only 
four points are controlled by Rangoon: 
Kawthaung in the south, Myawady op- 
posite Mae Sot, a short stretch of land 
west of Chiang Dao and at Tachilek/ 
Mae Sai in the north. Most goods transit 
through territories held by Karen, Mon 
and Shan ethnic rebels. u 
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COMPANIES 


Lo takes the high road 


Financier turns Hongkong asset into top hotel chain 


By Johnathan Friedland in Hongkong 


E: agrees. Lo Yuk Sui is a 
genius at corporate finance. Over 
the past four years and with little of his 
own cash, he has built a majority stake 
in eight listed companies in Hongkong, 
Canada and the US. He has made sev- 
eral first-class real-estate deals both 
here and abroad, maintaining modest 
gearing all the while. And, perhaps 
most impressively, he has turned what 
had been a single ailing hotel property 
into what this month became the 20th- 
largest lodging chain in the world. 

But just as analysts are unanimous in 
their assessment of Y. S. Lo'singenuity, 
there is growing concern that the ar- 
chitect turned financier is not looking 
out for the best interests of his minority 
partners. Despite good corporate per- 
formance, the shares of his main com- 
panies trade at a price far below net 
asset value. Further, a complex group 
restructuring announced on 28 Sep- 
tember has left the widespread impres- 
sion among Hongkong brokers that Lo 
may be getting too clever by half. 

Lo's Hongkong-listed firms — group 
holding company Century City Hold- 
ings., real-estate investment firm 
Paliburg Investments., lodging chain 
Regal Hotel (Holdings), speculative 
arm Cathay City Investments and US 
property holder Richfield International 
— have all posted strong and generally 
consistent profit growth. For the first 
half of 1988, earnings were up by be- 
tween 45-65% for the most substantial 
of them, Century City, Paliburg and 
Regal. Dividends rose apace. And, ac- 


A tempestuous trio 





cording to recent analysis by Barings 
Securities, results will only get better in 
1989. 

Group growth has also been strong. 
Starting from a base of HK$487 million 
(US$62.43 million), with the hostile 
1984 acquisition of Regal from his 
father's Great Eagle Co., Lo's Hong- 
kong assets alone now total between 
HK$6-7 billion. 

Added to this recently were the fruits 
of a two-year acquisition study: the 
HK$400-million purchase on 4 October 
of 51% of Aircoa Companies, the 
largest independent hotel-management 
company in the US, and a C$56.1 mil- 
lion (US$46.75 million), majority stake 
agreed in August in the Toronto Con- 
stellation, the city's biggest convention 
hotel. The latest purchases — which 
overnight thrust Regàl into the front 
ranks of international hotel operators 
— illustrates “that Y. S. really knows 
how to do his homework well," says 
Regal’s chairman Bill Wyllie. “The 
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growth of the company has been a real 
success story." 

While this may be true, investors ap- 
pear to remain suspicious of Lo's inten- 
tions. This state of affairs dates back to 
1984 when he and Wyllie took on family 
patriarch Lo Ying-shek and elder 
brother, Great Eagle managing director 
Lo Ka-shui, in a nasty, public, and for 
Hongkong, unprecedented family cor- 
porate-power struggle. Fears over Y. S. 
Lo's trustworthiness, compounded by 
the group's already complicated struc- 
ture, are reflected by the longstanding 
— and substantial — market discount 
assigned to Century City, Paliburg and 
Regal shares. 


U nder the new restructuring scheme, 
Regal will take up 75% of a new 68 
million share placement by Cathay City, 
giving it an overall 28.7% stake in a 
company that for the time being has no 
recurrent income. Since being pur- 
chased in March 1987, Cathay has been 
used primarily by Lo for speculative 
share trading and for the acquisition of a 
stake in two shell companies, Hong- 
kong-listed Richfield International 
Land and Investment, and Toronto- 
listed Argosy Mining Cathay is not a 
company that has been taken seriously 
by share analysts. 

The upshot of the new cross-holding 
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HKS million 
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(million) 
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Sons of Great Eagle chairman spread their wings 


|| the three brothers Lo were better 
friends, their combined property, con- 
struction and hotel empire would be the 
20th-largest company in Hongkong. 
Sibling rivalries, though, have pre- 
vented a movement towards economies 
of scale. Y. S. Lo and his brothers, 
Great Eagle managing director Dr 
Lo Ka-shui and Shui On Group chair- 
man Vincent Lo, have instead engaged 
in a sometimes tempestuous four-year 
long effort to best each other. 

The disagreements stem from 1984 
when Y. S. teamed up with Australian 
raider Bill Wyllie to wrest control of the 
family’s troubled hotel holdings. First, 
Wyllie paid HK$90.4 million (US$11.6 
million) for a 33.4% stake in Regal and 
Paliburg. He then exercised an option 





to repurchase for Regal — at a below- 
market price — a hotel in Kowloon that 
had been earlier sold to a private Lo 
family company to keep Regal solvent. 
After a complex series of share swaps 
and controversial fund-raising moves, 
Y. S. Lo ended up with a controlling 
share in both companies and Wyllie 
ended up a wealthier man. 

Particularly irksome to Great Eagle 
chairman Lo Ying-shek and his eldest 
son K. S. was the fact that Y. S. went 
outside the family to win enough allies 
to buy back the Kowloon property, 
which is now the highly profitable Regal 
Meridien. Since that time, say sources 
near the family, Y. S. has been almost 
excluded from family councils. While 
Vincent has stayed largely out of the 
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fray — he was at the time putting to- 
gether Shui On — the youngest of the 
three brothers remains a non-voting 
member of Great Eagle's board and has 
little to do with Y. S. or the Century 
City Group. 

The heirs to Chiu Chow trader Lo 
Ying-shek's 33-year-old property-deve- 
lopment business have done reasonably 
well. While Shui On and Great Eagle 
both suffered a dip in earnings in 1987- 
88, all family companies have histori- 
cally posted strong earnings growth. 
Further, all three business groups are 
working steadily towards both building 
a stronger recurrent-income base and in 
diversifying out of the notoriously cycli- 
cal real-estate game. 

Shui On has built a solid reputation 
both for the quality of its construction 
work and for its forward-looking man- 
agement style. Great Eagle has won a 
following among brokers impress- 
ed by a string of highly profit- 
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is that Regal is being transformed from 
an easily understandable hotel company 
— with a strong shareholder following 
— into an investment-holding company 
not entirely dissimilar to Paliburg. That 
Lo vehicle has, however, strong and 
steady income from real-estate rentals. 

This move appears to be only the 
opening gambit in an effort to suck cash 
out of Regal, the company which has 
historically provided more than 50% of 
overall group revenues. Shortly after 
Regal takes up its stake in Cathay, the 
newly enlarged company will buy all but 
10% of Richfield International. This in 
turn will trigger a HK$208 million rights 
issue by Richfield to allow it to pay for 
the US$24 million acquisition of a prime 
downtown Los Angeles development 
property. 

The goal of this complex flurry of 
fund raisers, Lo told the REVIEW, is to 
give Regal a “groundfloor” stake in 
Richfield’s development of the 7.64 
acre Los Angeles site into a US$100 mil- 
lion hotel, condominium and shopping 
plaza. Once the deal is completed, three 
of Lo’s companies, Regal, Richfield and 
Paliburg — which is constructing a lux- 
ury hotel in Hongkong — will be in the 
hotel or hotel-development business. 

While the early entry into the 
Richfield development may indeed be 
beneficial to Regal, the cross-holding 
move is also creating a loop that opens 
up endless possibilities for inter-group 
asset reshuffles. This, in the eyes of one 
senior Hongkong research analyst, 
could end up backfiring against minor- 
ity shareholders in any one of the com- 
panies. “The potential for asset strip- 
ping is substantial,” he explains. “With 
all the cross-holdings, it isn’t even safe 
to assume that Century City will remain 
ce capture point for most of the pro- 
its.” 

Lo himself refuses to shed any light 
on the ultimate structure of his group. 


able Hongkong luxury property deals. 

Y. S. Lo's Century City Group has 
been the most aggressive, but his 
younger brother Vincentis also showing 
a taste for a bit of corporate razzle-daz- 
zle. On 4 November, Shui On will sepa- 
rately list its Hongkong contracting 
business, leaving the group parent to 
focus on real-estate investment and the 
hotel business. 


Ams have mixed feelings about 
the timing of the move. The con- 
tracting division showed a decline in pro- 
fit to HK$25.2 million for fiscal 1988, due 
to fierce competition and sharply higher 
costs. There are fears that with group 
borrowings at HK$1 billion, represent- 
ing a gearing ratio of 80%, and con- 
tinued uncertainty in the construction 
sector, Vincent Lo might be a bit hasty 
in his efforts to build a conglomerate. 
The Shui On chief disagrees. He 
points to HK$1 billion in fresh construc- 
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Likening himself to 2 chess player, he 
argues that divulging strategy in the 
name of building shareholder confi- 
dence would be a big mistake. “We al- 
ways work to the benefit of all of our 
companies,” he said. 


Rees ultimate return from its new 
investment is also thrown into doubt 
by the existence of HK$1.56 billion in 
outstanding Cathay warrants, exercisa- 
ble in 1989 and 1994. If warrants are 
transferred from Century to Regal in line 
with the new shareholding structure, the 
cash-rich hotel chain could end up di- 
rectly funding all sorts of purchases its 
shareholders had not reckoned on. 
Since the September 1984 purchase 


tion-contract bookings, a groupwide ef- 
fort to improve margins by reducing 
costs, and steadily growing income from 
the firm's Wanchai headquarters as 
reasons why now is a good time to focus 
on rationalisation. "The market looks a 
bit uncertain to us over the next two 
years," he said. "The demerger will 
allow us to plan better internally and 
will help shareholders to better value 
our assets." 

Shui On is concentrating its overseas 
activities in China, where it has a HK$4 
billion turnover construction business 
and a hotel-management joint venture, 
and in Canada, where it recently pur- 
chased two Toronto hotels for 
US$483.2 million. 

Great Eagle, the most conservative 
of the Lo companies, also has its eye on 
Canada. K. S. and Y. S. — who have 
not spoken since the 1984 struggle over 
Regal — faced off in bids (both unsuc- 
cessfully) for the Vancouver Meridien 
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REVIEWDIAGRAM by Barny Lee 
of Regal, note stock analysts, Lo's five 
Hongkong companies have gone to 
market with new or bonus issues and is- 
sued or exercised warrants on 28 sepa- 
rate occasions. Bank borrowing, all the 
while, has been extremely modest, with 
gearing even at the peak of the current 
expansion at a modest 27%. While Lo 
claims to maintain the backing of in- 
stitutional investors — even to the point 
of drawing in a major Japanese corpora- 
tion to take up a substantional share in 
the planned Richfield offering — his 
latest set of moves, if they indeed turn 
out to be highly detrimental to 
minorities, may necessarily be the last in 
what to date has been a successful 
modus operandi. Oo 


Hotel in September. Under K. S., 
Great Eagle is the last in the family com- 
panies to enter the hotel business; its 
first, a cheap and cheerful Hongkong 
hostelry aimed at the Overseas Chinese 
market, is currently under construction. 

Great  Eagle's bread-and-butter 
business remains real-estate arbitrage 
and development. The company has fo- 
cused on Hongkong's luxury residential 
market, with six of its 13 development 
projects designed to tap still buoyant de- 
mand for pricy rentals. The timing of a 
recent set of deals, says Malcolm Sur- 
rey, a director at CL-Winfull Laing and 
Cruickshank Securities, “was spot on 
the mark.” While Great Eagle is walk- 
ing a high wire as it awaits rental income 
from the developments (needed to pay 
down some HK$750 million in debt), 
most brokerage firms believe that the 
eldest Lo sibling has succeeded in man- 
oeuvring his company towards a stable 
future. — Johnathan Friedland 
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Down, but not out 


Fiji’s troubled economy shows signs of recovery 


By Michael Malik in Sydney 


gus over a year after Fiji's second 
coup of September 1987 — the 
"real" coup in which all power was 
seized by Maj.-Gen. Sitiveni Rabuka, 
after an earlier more tentative move in 
May — the economy is showing signs of 
recovery, though Fiji is still some way 
from economic health. 

A trade imbalance and rampant in- 
flation continue, but government 
economists are predicting that instead 
of the earlier forecast that the economy 
would shrink by 6-8% this year, the ac- 
tual contraction may be only 2%. And, 
growth will return next year, they say. 

Surprisingly, in view of continued 
unemployment, a sharp decline in tour- 
ism and other factors, the govern- 
ment’s optimism is shared by 
Westpac Banking Corp.’s chief 
economist in Fiji, Adrian Dunstan. 

“There has been too much 
negative reporting on the situa- 
tion since the [coups]," Dunstan 
told the REVIEW in a telephone 
interview. “Despite problems, 
including the cost to manage- 
ment of replacing the brain-drain 
of Indian expertise with expatri- 
ate staff, all the fundamentals 
are basically sound. Fiji will 
recover." 

Official statistics are far from 
complete, but they show that high 
prices for sugar and gold — a good 
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sugar harvest and increased gold 
output, too — have played an im- 
portant part in saving the Fiji ec- 
onomy from more serious damage dur- 
ing the 18 months since the 14 May 1987 
coup. 

There are other signs of a limited re- 
covery. The hotel industry reports ad- 
vance bookings for the coming months 
which could mean that the tourism tide 
is turning. The government's manufac- 
turing incentives — such as tax-free in- 
dustrial zones — have produced 
jobs and exports in the garments 
industry. 

Food processing is also improving, 
with small but significant — in Fijian 
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REVIEWDIAGRAM by Ricky Hui 


Japanese speculator comes unstuck as market move backfires 


_ By Nigel Holloway in Tokyo 

G reenmail, Japanese-style, is not the 
sport it was. One of Japan’s best- 

known share speculators, Nippon Land, 

has gone bankrupt with debts of ¥156 

billion (US$1.23 billion), the third- 

largest corporate failure since World 

War II. 

Wall Street got the jitters, fearing the 
bankruptcy was a repeat of the Tateho 
Chemical affair of August last year, 
which might bode ill for the health of the 
Japanese sharemarket. Tateho, a major 
chemical manufacturer, almost col- 
lapsed after making huge losses in the 
Japan Government bond-futures mar- 
ket. 

But the two resemble each other 
only in the risks they took. The demise 
of Nippon Land will help promote a 
healthier Japanese stockmarket, mak- 





ing clear to potential greenmailers the 
risks their tactics entail for their own 
survival. 

Nippon Land went under because of 
a greenmail that failed. It bought at 
least 77 million shares of Konica, or 
22% of the photographic-equipment 
maker's scrip, driving up the price from 
3731] to ¥1,770 in the four months to 
March 1988, in the hope of forcing 
Konica's allies to buy back the shares. 
Konica refused to fall into the trap. And 
Nippon Land was left with about ¥140 
billion worth of stock on its hands, much 
of it paid for with borrowed money. 

Reports differ about what triggered 
the collapse. Some say two local 
speculative groups working with Nip- 
pon Land pulled out because they were 
in financial difficulties themselves. 








terms — exports of processed food, par- 
ticularly ginger, to Europe. Fruit and 
vegetable exports to Japan are expected 
to pick up when the national carrier, Air 
Pacific, begins its service to Tokyo this 
month, which also is hoped to start 
bringing in Japanese tourists. 

There are indications that foreign in- 
vestment is making a comeback. Japan- 
ese interests soon after the coup bought 
two Nadi luxury hotels — the Sheraton 
and Regent — but with tourism in the 
doldrums these have remained nearly 
empty. More significant is an invest- 
ment of F$400 million (US$272 million) 
by Japanese tycoon Harunori Take- 
hashis EIE Development Co. in a 
huge new tourist resort near Nadi, 
where site clearing has already started. 
Strong interest is being expressed by 
other Japanese investors in another pro- 
ject at Pacific Harbour near Suva. 


Ti Fiji construction industry had 
been severely depressed, with issued 
building permits falling in the second 
half of last year to 9,200, from 
26,500 in the same period of 1986. 
The industry is hoping the tourist 
projects might rekindle other pro- 
jects which have been shelved 
since the coups. 

Tourism has been having a 
hard time. During 1987 visitor ar- 
rivals declined 21% , from 257,824 
in 1986 to 189,866 last year. For 
the first three months of this year, 
there were only 43,283 arrivals — 
30% down on the same period last 
year. The latest figures show a 
22.8% drop in arrivals for the year 
to end-August over the previous 
year, including 11,000 fewer from 
Australia, one of the major tourist 


Another report says that South Korean 
backers of the greenmailer were repat- 
riating some of their money. Nippon 
Land’s president is Kazuma Kimoto, a 
Korean-Japanese allegedly involved 
with a local Osaka branch of one of 
Japan’s largest yakuza (criminal gangs). 
He was arrested three days before his 
firm went bust for violating the gun and 
sword laws. 


Kime had succeeded in cornering 
some shares in another company, 
Toyota Automatic Loom, in April 1987. 
Over a nine-month period Nippon Land 
acquired 17 million shares — 7% of is- 
sued scrip — of the machinery maker, 
which is the original firm in the Toyota 
group, ramping the price from ¥1,000 
to €2,400. The group reportedly re- 
purchased the shares from Kimoto’s 
company for about double the price it 
paid. 

Brokers and analysts have down- 
played the immediate effect of Nippon 
Land’s demise on the Japanese stock- 
market. The firm had 256 creditors, 
many of them loan sharks and finance 
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shows that arrivals appear to be picking 
up, from Australia as well as from New 
Zealand, the US, Canada and Europe. 

Another optimistic indicator is that 
the trade deficit is not as bleak as it had 
been. Although the deficit was F$56 
million in 1987, this was less than F$236 
million and F$184 million in 1985 and 
1986, while exports rose in 1987 to 
F$408 million, from F$312 million in 
1986. The export improvement re- 
flected a rise in the average world sugar 
price from F$173 a tonne in 1986 to 
F$220 last year, though most of it simply 
reflected two devaluations of the Fiji 
dollar in 1987. The sugar price improve- 
ment continued in the first half of this 
year. 

Fijian optimism, however, cannot 
talk away inflation. Since the first coup, 
year-on-year inflation has risen from 
2.2% to 8.7% in April — and it is not 
coming down. Add to this the govern- 
ment's wage restraint, and Fijians have 
experienced a decline in real living stan- 
dards. 

Despite continuing political prob- 
lems, which undermine international 
confidence in Fiji, analysts believe that 
economic managers in Suva are heading 
in the right direction. Suva has resisted 
the temptation to ease domestic pres- 
sures by revaluing the Fiji dollar to re- 
verse the impact of last year's 30% de- 
valuation, while maintaining stringent 
curbs on capital flight and encouraging 
Fijian small business to raise employ- 
ment with tax and other incentives. 

Above all, analysts say, unlike Fiji's 
political players, perhaps the economic 
managers have avoided making rash de- 
cisions in order to help speed up the 
country's return to prosperity. oO 
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companies linked to the yakuza net- 
work. The largest was Ikeda Bank, 
based in Osaka, which had lent Nippon 
Land ¥2 billion. The bank was a target 
of a Nippon Land greenmail scam in 
1973. Many of the shares of companies 
targeted by Nippon Land and other 
speculators had been falling before the 
bankruptcy and remained weak there- 
after. Konica’s share price closed at 
¥870 on 14 October, less than half the | 
year’s high. 

The Finance Ministry, worried about 
the Tokyo stockmarket’s image abroad, | 
looks as if it is getting tougher with or- 
ganised speculators. A few days before 
Nippon Land’s bankruptcy, it was re- 
ported that the ministry had asked 
banks to curb their lending for share 
speculation after Dai-Ichi Sogo Bank 
was found to have lent large sums to a | 
property-cum-share investor, and a 
couple of branch managers of big city 
banks were caught making similarly | 
large loans for stock speculation. A fail | 





in property prices and tighter credit had 
already pushed at least two speculative | 


groups to the wall. u 
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Tokyo's Trojan horse 


Japanese investment is transforming the Mexican economy 


By Donn Downing in San Francisco 


Es Asian manufacturers have turn- 
ed to Mexico as a launching plat- 
form for penetrating US domestic mar- 
kets, and in the process are bringing 
about a transformation of the Mexican 
economy. 

Many of the East Asian firms which 
have set up along the US-Mexican bor- 
der are attracted by cheap wages. But as 
important — seemingly at least for the 
Japanese — is a “Trojan horse” ploy to 
position themselves for the day when 
Mexico becomes a part of an expanded 
US-Canadian free-trade area, as is the 


| wisdom among the leading firms from 


Japan. 

Manufacturing exports earned 
Mexico US$1.7 billion last year, dis- 
placing tourism for the second year as 
the No. 2 source for foreign earnings, 
after commodities. By 1992, foreign 
currency earned from industrial exports 
is expected to reach US$2.4 billion, or 


| 2.5% of GDP. 


Mexico’s traditional tilt towards the 


| US and Europe is rapidly shifting to em- 


brace Japan and the Four Little Dra- 


gons — Taiwan, South Korea, Hong- | 


kong and Singapore. Harvard Univer- 
sity-educated President-elect Carlos 
Salinas de Gortari, architect of the 
harsh economic reforms which are shap- 
ing this transformation, sends his child- 


| ren to Mexico City's Japanese-style 


school and packs them off to Japan for 
summer studies. 

The focus of this new strategy is the 
maquilas — low-wage, labour-intensive 
assembly plants nestled against the US- 
Mexican border. Since 1986, new plants 
have mushroomed. About 1,200-1,400 
maquilas — 80% along the border — 





employ 300,000 Mexican workers at an 
average wage of US$1 an hour. Their 
remittances of US$1-1.5 billion are 
Mexico’s fourth-largest source of for- 
eign currency. 

The employment growth rate is 
about 10% a year. If stubborn infra- 
structure problems are solved — in- 
adequate roads and sewage treatment, 
poor communications, housing and an- 
cillary services — employment could 
reach 3 million within the next 10 years. 

Mexico’s border region has been a 
source of cheap labour for US com- 
panies since the 1930s. Under Mexican 
and US law, companies may import 
components and machinery duty free 
into the border zone for assembly and 


| re-export. US trade laws require com- 


panies to pay duty only on the value 
added by assembly. 

The recent rise in the number of 
plants has been an outcome of the drastic 
austerity measures imposed in the wake 
of a collapse in oil prices, soaring for- 
eign debt and explosive population 
growth of 3.6% a year. These measures 
— devaluations of the peso, privatisa- 
tion, dismantling of tariff walls and bar- 


| riers to foreign ownership — turned 


Mexico into an export platform. Politi- 
cal-risk insurance rates, a measure of 
asset-confiscation fears, have plunged 
over the past 18 months from 90 US 
cents to 40 US cents per US$100 for bor- 


| der investment. 


Easy access to the huge US con- 
sumer market; cheap transport and 


| power, and a young and literate labour 


pool are major attractions for labour-in- 
tensive, low value-added manufactur- 
ers. Wage rates can be as little as a tenth 
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South Korea, Singapore and Taiwan. 
Maquilas’ wage rates are not expected 


1992. 

Major US companies first moved 
into the border area in a bid to fend off 
competition from Japan and East Asian 
newly industrialised countries (NICs). 
Most were concentrated in the El Paso- 
Ciudad Juarez sector, which facilitates 
access to the US central states and East 
Coast. They included General Motors, 
Ford, Chrysler and Essex Group. 

New Japanese plants, which since 
1986 have increased from 10 to 40, pre- 
fer the west coast with its access to the 
California economy, harbour facilities, 
hi-tech research and development es- 
tablishments, and easy air access to 

Tokyo. 
d Although Japanese firms represent 
only 1095 of the 416 maquilas in the 
western area (1% for all of Mexico), 


COMPANIES 


i 





-of those of the US and less than in | their plants are larger, more capital-in- | 


tensive and account for 40% of the 


| 48,000 workers employed. Many major 
to exceed US$1.50 an hour even by | 


Japanese firms have plants there, in- 
cluding Sony, Matsushita, four Sanyo 
divisions, Hitachi and Hitachi-Maxell, 
Tocabi, Canon, Casio, Toshiba, TDK 
and Nissan among them. A second 
wave of Japanese sub-contractors for 
each major company is beginning to 
move into the border area. 


he South Koreans have been cau- 

tious. Lucky Goldstar and Hyundai 
have set up plants, and Samsung is mov- 
ing 13- and 19-in. TV production from 
South Korea to Tijuana. Some 10-15 Tai- 
wan companies have subcontracted out 
wood and furnishing plant operations. 
More are expected to follow as Taiwan 
will lose its benefits in the US market 
under the generalised system of prefer- 
ences next January, along with South 
Korea, Hongkong and Singapore. 


Cut from different cloth 


Thailand's Saha Union sets out on a new growth path 


By Paul Handley in Bangkok 


amri Darakananda, founder of Thai 

textiles and garments giant Saha 
Union, has quietly shaped a business 
empire significantly different from 
those of his peers. It took an uncommon 
break from the Sino-Thai trader mould 
to build up a manufacturing group, orig- 
inally inspired by Japanese producers. 
Over time, Damri has wrested control 
of joint ventures from Japanese 
partners. He was one of the first to take 
his companies public; and he has put his 
group mostly into the hands of outside 
professional managers. 

While doing this, the Saha Union 
Group (SUG) has earned a deserved 
reputation for being financially conser- 
vative, and not prone to manipulating 
the group's financial structure or shares 
to the disadvantage of shareholders. 

In many ways it is the antithesis of 
the Saha Pathanapibul group, which 
SUG is often confused with — partly be- 
cause Damri spent his first 10 working 
years with the trading group. 

Damri is now taking SUG into a 
"series of expansion projects that could 
force it to prove its reputation: first, 
whether the company can continue to 
operate on a basis of equality with 
partners — several of the new projects 
are joint ventures dependent on foreign 
technology. The temptation currently 
for many Thai companies is to be docile 
as Japanese and Taiwan companies 
flock to Thailand to look for a quiet 
partner to comply with government reg- 
ulations that most ventures must be 

oval Thai-owned. *We are not pre- 





pared to be a sleeping partner," says | 


Anand Panyarachun, group chairman. 

Secondly, whether the group can 
continue to turn to professional man- 
agement. The image that Damri is not a 
one-man show is accurate. But he is far 
more influential than the "cheerleader" 
he describes as his role. 

The new projects under considera- 


tion — ranging from a move into pet- | 


rochemicals to establishment of a spin- 
ning mill in the US — could force cen- 
tral holding and trading unit Saha 
Union Corp. (SUC) to raise capital 
from Baht 1 billion (US$39.5 million) to 
Baht 3 billion in the next three to four 


years, according to Anand. If most of | 


the ventures come off, they should leave 
the group firmly ensconced as the coun- 
try's third-largest industrial conglomer- 
ate, behind Siam Cement and agro-in- 
dustry giant Charoen Pokphand. 
Growth, after years of trimming 
debt, and diversification are the targets. 
With an expansion in footwear and re- 
lated products, the group hopes to re- 
duce its reliance on textiles from 80% of 
income to 60%. Sports shoes, SUC 
hopes, will yield 25% of income within 
three to four years, up from 15%. 
Diversification is timely. Union Tex- 
tiles (UT), SUG's core company, ac- 
counted for 40.2% of total group profits 
of Baht 795.6 million in 1987. This year 
UT faces its first year paying full cor- 
porate tax, higher raw materials costs 
and a probable slump in foreign mar- 
kets. In 1987 orders were being made 
one year in advance. But in September, 


| 


| 


i 


| 


1 


| 
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*Any industrial country wishing ac- 
cess to the US market has to look at 
Mexico," says a development analyst. 
That view is shared by University of 
California scholar Chalmers Johnson, 
who believes that Japan expects Mexico 
and Brazil to become the next NICs. 
*Mexico and Brazil look like they will 
move ahead. Africa is a basket case. 
The Middle East is a religious war. 
[Thus] Latin America is the logical 
place. And the Latin Americans are 
coming out of their ideological funk of 
blaming everybody else for their prob- 
lems," he said. 

Beyond border industries, where 
quick, high returns have been the rule, 
the Japanese penetration of Mexico has 
been rapid. Japan is Mexico's second- 
largest trading partner, lender and for- 
eign investor after the US. Trade and in- 
vestment have increased six-fold in the 
past decade, to US$2.8 billion in 1985 
and US$1.3 billion in 1987, respec- 


| orders for 1989 from Europe were virtu- 


ally non-existent. 

“The textiles cycle is always up and 
down,” says Damri. He points out that 
UT holds nearly a quarter of all Thai 
fabric export quotas and some 40-50% 
of quotas for the US market alone. 

This guarantees steady turnover. 
But UT in the past decade has increased 
exports from 25% to 45% of total sales. 
Taking up the slack through greater 
local sales is difficult, because of cut- 
throat competition in grey goods, the 
focus of UT production. A clutch of 
mostly private companies, which SUC 
executives say do not pay full taxes or 
minimum wages, can beat UT for much 
of the local market. 

For UT and sister firm Union 
Thread, major investments are con- 
cerned more with technologically up- 
grading old machinery, rather than with 
capacity expansion. These steps hope- 
fully will bolster competitiveness. 


Do is important for 
SUG. With the exception of two 
planned downstream petrochemical pro- 
jects, SUG is funding expansion inter- 
nally and from capital increases by listed 
group members. Loans to affiliates by 
SUC had already more than tripled 


| from Baht 123 million in 1986 to Baht 


390 million at the end of 1987. At the 
same time, consolidated debt:equity 
ratio for SUC was 1.5:1 and dropping. 
which is considered very low in Thai- 
land. 

The group has more scope for inter- 
nal funding and for external borrowing, 
at close to the best rates any Thai com- 
pany could get. So far the indication is 
to continue raising equity capital — for 
instance, Union Pioneer Fabric and 
Union Plastic announced capital expan- 
sions in October. 

Yet funding is evidently becoming 
more keenly targeted. The group 
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tively, though far smaller than the US’ 
US$22 billion trade and US$10 billion 
investment. 

In November 1986, while US offi- 
cials decried Japanese trade practices 
and Mexican corruption, President 
Miguel de la Madrid signed a USSI bil- 
lion lending package in Japan. Half 
went to expand crude oil and petroleum 
product exports to Asia, a quarter was 
targeted at a joint-venture west coast 
steel mill, and the balance was to sup- 
port Mexico’s non-oil exports. 

Motives vary, but Japan and Mexico 
share an important goal — “to gain 
leverage with and reduce their depen- 
dence on their largest trading partner, 
the [US]," said Gabriel Szekely, of 
the University of California. The result 
is:a three-legged stool of bilateral re- 


lationships supporting the same plat- | 


form. 
Mexico offers a near protectionist- 


proof platform for Japanese exports to | 


switched its new issue policy from pric- 
ing shares at par to pricing them at book 
value — still a substantial discount to 
the market price. Another indicator, 
analysts say, is the decision to increase 
the foreign shareholding limit on Union 
Plastic from 20% to 40%. 

The market reacted to the latest cash 
calls somewhat glumly, with share 
prices drifting slightly after the an- 
nouncements. This seems to represent a 
challenge for future funding, especially 
if one or both of the petrochemical 
partnerships is taken up. 

The main new projects under consid- 
eration carry on the group’s traditional 
emphasis on vertical integration. In tex- 
tiles, the group gins its cotton, and 
handles everything through weaving to 
producing the packaging for the pro- 
ducts. The pattern is the same for shoes. 

Some critics say this, tied with the 
group’s export reliance in shoes and fab- 
rics, are risky. In both operations, the US 
and Europe make up 80-90% ofthe market. 











the US market and the developing Latin 
American market. Mexican border in- 
vestment stimulates the US economy, 
which supplies US$7 of every US$10 in 
| imports for maquilas. Japanese cash 
| fuels growth of capital-intensive plants, 


real estate and administrative centres | 


| on the US side, while Mexico is able to 

| service its US$103 billion debt and deal 
with population pressures and develop- 
ment needs. 








US trade unions complain about the | 


flight of domestic jobs and call for a 
shutdown of the maquilas. But a recent 
private study sponsored by the US De- 


partment of Labour concluded that the | 


| 
| 
| elimination of maquilas would increase 
US imports from other countries, lower 
| US output and increase domestic US 
| unemployment. 
| Leon Hollerman, a US economist 
| whose conclusions in the book Japan's 
| Economic Strategy in Brazil were consi- 
Í 
i 


dered too alarming for publication by 


One difficulty Saha Union is ex- 
periencing already, along with the rest 


of Thai industry, is a shortage of capable 


| middle management for its expansion 
| projects. The group is structured so that 
| four directors each manage one of the 
| group's. four manufacturing centres. 
| Below them, individual companies/fac- 
| tories have their own managing direc- 
| tors. These are mostly young factory 
managers with little experience else- 
where in the group. It is at this level that 
supply is the tightest, and where joint- 
venture partners often hold on to con- 
trol. 

The non-family image of the group 
is not necessarily correct. The 
| Darakananda family has major share 
i stakes in many of the companies, but 
| nowhere near absolute power. They 
| have 5-10% of SUC, 2196 directly of 
| Union Footwear, and 1096 indirectly 


through family- -controlled, unlisted 
Union | Industries; 10% of Union 
Thread directly and 36% through 





EARNINGS GROWTH AT SAHA UNION 





Union Pioneer Fabric l 
(elastic andrubber 
roducts for textiles) 


nion Plastics. 
(plastics, plastic moulds) 








REVIEWTABLE by Barny Lee 





| the US Council on Foreign Affairs, said 

p “the US has to promote Mexican deve- 
lopment” even though the Japanese will 

use the Mexican shelter to their advan- 

tage. 

|  Hollerman argues that the U ae 

| trade conflict will become i increasingly 

| indirect rather than direct, which will be 

| an even more powerful challenge to the 

| US. "They are going to make certain 

| 

| 

1 

| 





they get their industrial Trojan horse in: 
place," he said, by which he means find- 
i ing a niche in the expected gradual inte- 
i gration of the Mexican economy with 
| that ot the US. 

| , General Motors’ economist En 
| riquez Sanchez said “the Japanese are - 
| convinced that the trade agreement be- — 
| tween the US and Canada must eventu- 

i ally include Mexico." In Mexico, such: 
| things are only whispered. Neverthe- 


less, the process of integration of the 
US-Mexican economy has already 
begun. 1 





Union Industries; and 75% of Union - 
Button, kept as a family preserve. 


Otherwise, shareholder power is 
spread out through banks and financial 
insitutions — the Bangkok Bank group : 





SUC shares in lieu of some wages. It ap- - 
pears that the Darakanandas and sym- 


each of the major listed units. 

With six close relatives on the SUC 
board with him, it is Damri's mark that 
is important for the future. The com- 
pany sets retirement age at 60, and 
Damri, along with Anand will reach the 


| milestone in 1992. Two other directors 


will retire by 1994. That leaves two 
much younger directors, of which 
whom, Singto Tangsujaritpunt is said to 
be preferred by Damri to eventually run 
the group. 

Singto, Damri's nephew, has been 
with SUG since the 1970s, and is well re- 
spected within the group. He is most 
closely identified with the area Damri 
himself prefers, spinning. weaving, and 
garment accessories. Some of Damri's 
children are involved in the group, but 
none are positioned to move into senior 
spots. 

Singto's ascension would neverthe- 
less leave the group identified with the 
family. The other possibility is to bring 
someone from outside, which would be 
difficult for many in SUG to accept. 

Whether Singto has the acute busi- 
ness sense of his uncle remains to be 
seen. The group has benefited from 
| what is for Thailand an extraordinary 
conservatism, underwritten by the pre- 
sence of Anand and Amnuay Viravan 
| on the board. When these long-serving 
conservatives are moved away from the 
centre of operations, in a time of signi- 
ficant expansion, the question is 
whether the heirs can maintain a tight fi- 
nancial rein. 
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being the most significant — and em- | 
ployees, who for years have been given. |. 


pathetic groups control about 8096 of |. 

































Soft-shoe shuffle 


-Expansion will boost role of footwear operations 


UG has almost completed a large 

expansion of its units manufacturing 
sports shoes. In the first five months of 
1988, exports of footwear earned Thai- 
land Baht 4.5 billion, compared with a 
total of Baht 5.9 billion in all of 1987 and 
Baht 3.2 billion the previous year. 

SUC's factories will earn at least 
Baht | billion from shoe exports this 
year, and expects to earn substantially 
more in 1989. Last year shoe and shoe- 
related earnings accounted for 15% of 
the group's total, but it is planning to in- 
crease this to 25% within five years. 

All three production units are man- 
ufacturing footwear under the US 
brand-name Nike. Of the total output, 
90% is for export. The main factory, 
listed Union Footwear (UF), is doubl- 
ing its production of medium to 
medium-high price range shoes from 
300,000 pairs a month now to 600,000 

. pairs by the first half of 1989. 

Union Shoes, a wholly owned sub- 
sidiary of SUC located next to UF, is to 
boost current capacity of 50,000 to 
200,000 pairs a month in the same 
period. And Union Industries, at a 
separate location, is to increase its pro- 

;. duction of 150,000 pairs of mostly child- 
ren's Nikes to 200,000. 


| 





| 
| 
| 
| 
| 
| 
| 
| 
| 





Growth in all directions 


The plants are closely integrated; 
even the Union Industries operation re- 
lies heavily on components from the 
other two. À group-owned estate pro- 
vides 10% of their rubber and all rubber 
is processed within the factories. Plastic 
shoe parts come from Union Plastics: 
some canvas and nylon uppers are 
supplied by Union Textiles. 

The supply links do not stop there. 
Union Metalworks (UMW), a 60% 
SUC-owned joint venture with a 
Taiwan firm, produces moulds for shoe 
parts. UMW plans to increase produc- 
tion by two to three times by next 
March, to meet the new in-house de- 
mand. The company is also likely to sell 
moulds to other shoe producers, ac- 
cording to Paothep Chotinuchit, direc- 
tor in charge of the Bangchan estate 
where the moulds are made. 

Paothep adds that a Baht 40 million 
project to make shoe lasts in Bangchan 
should also come into production in the 
first half of 1989. 

The largest project linked with shoe 
production, however, is a plant to finish 
imported leather locally. The group is 
currently studying technology options 
for the plant, which will costs several 
hundred million baht. 








Saha Union is breaking out of its holding pattern 


fter gearing down for several years, 
SUG is beginning an expansion on 
t several fronts that will put the group's 
resources and capabilities through their 
hardest test in 10 vears. The manage- 
ment wants to slash the group's vulnera- 
bility to cycles in the textiles business. 
For the most part SUG is sticking to 
its long-held strategy of full internal 


integration. Several projects related to | 


raising footwear capacity by 67% are 
designed to maximise local content. But 
the focus on integrated textiles and foot- 
wear operations, and the growing ba- 
lance in favour of export sales, has its 
pitfalls as well as benefits in terms of 
over-reliance on just a few sectors. 

In terms of expansion, the most in- 
-triguing is the possibility that the group 
may take a major role in two pet- 
‘rochemical ventures, neither of which 
could be considered integrated with 
“group operations. This tentative step 
has raised eyebrows because of the past 
y nature of petrochemicals in Thai- 

and. 

The larger of the two, a Baht 8.2 bil- 
¿| lion plant to produce vinyl chloride 
| monomer and polyvinyl chloride, is to 
|. be built by Belgian conglomerate 
Solvay. The other Baht 4.5 billion pro- 
| ject is to produce purified terephtha- 
- lic acid, an ingredient in making poly- 





ester, under the lead of Britain's ICI. 

Both must give a majority share to 
Thais, and SUG appears to be the first 
choice of both. Talks on both projects 
are still at the preliminary stage, as the 
foreign partners are still settling invest- 


| ment details with the government. 


Core company UT is investing more 
to boost competitiveness by replacing 
old machinery. Last vear the govern- 
ment lifted a 10-year ban on new weav- 
ing and spinning machinery imports. 
UT is increasing weaving capacity by 
about 10%, but more importantly, the 
new machinery will increase production 
speed by three times, with improved 
quality as well. The group is installing 
wider capacity machines, up to 69 in., 
which they hope will open up the mar- 
ket in areas like home furnishing fab- 
rics, and bring enlarged quotas. 

Other projects under way within 
group companies include: 

» increasing spinning spindles from 
80,000 to 120,000 to increase speed and 
versatility. 

» Union Pioneer Fabrics, produc- 
er of rubber tape and thread, and elas- 
tic braid and webbing for textiles, an- 
nounced in October a Baht 50 million 
capital increase to fund its first major 
expansion. 

» Union Plastics (UP) is raising Baht 












All this expansion has some analysts 
worried thát-the group is putting all its 
eggs in one basket. In return for supply- 
ing substantial management and techni- 
cal expertise, Nike has first rights to all 
Saha Union's capacity — but gives no 
order guarantees. It also controls mar- 
keting and distribution. SUC just deliv 
ers fob to the Bangkok port. 

So far there have not been any 
significant worries. Nike has recently 
overtaken its leading rival in the US, 
Reebok. But, 80% of Saha Union's 
exports go to that market, making it 
vulnerable. 

Nevertheless, Nike representative 
Jerry Karver points out, Thailand is in a 
better position to survive thàn most 
other Asian producers in the event of a 
downturn. South Korea is best 
positioned, but like Taiwan can only 
profitably produce top-end shoes, re- 
tailing for US$60 or more a pair. 

South Korean companies are now 
setting up shop in Indonesia to make 
low-end shoes, and Karver says Thai- 
land may only have two more years in 
that sector. But in the medium to upper- 
medium range, Thailand has a chance to 
lead for years. "The life cycle potential 
for [these shoes] in Thailand is very 
good. If Thailand can raise productiv- 
ity, rather than just add workers, it can 
build a long base," Karver said. 

— Paul Handley 


40 million from the market to im- 
port more machinery — demand has 
stayed well ahead of the firm's capac- 
ity. UP sells mostly to other That in- 
dustries and is expanding subsidiary 
plastic moulds maker Union Itoh 
Molds. 

> Unlisted Union Zojiruchi, a Japan- 
ese joint venture making glass thermos 
bottles, is to invest Baht 140 million to 
make stainless steel bottles, mostly for 
export. 

» A Baht 80 million joint venture with 
Tomita of Japan is to produce stainless 
steel tube and pipe. 

Most ambitious is the recent pur- 
chase of an empty spinning mill in Geor- 
gia in the US. The 250,000 ft2 plant, 
which is on a 57-acre site, cost the group 
US$1.2 million. Damri argues this is a 
bargain — in Thailand it would cost four 
times as much to build a new plant, and 
a new one in the US would be 10 times 
as much. In the US, he argues, every- 
thing is actually cheaper than Thailand 
except labour, and with the business be- 
coming increasingly capital intensive, 
this is:a factor of diminishing impor- 
tance. 

Damri argues that with increasing 
US protectionist sentiment, and slow 
growth in quotas, “sooner or later we 
need to get into the US." He also wants 
to make a foray into China, if only to 
check out the environment of Thai- 
land's major competition in many mar- 
kets. — Paul Handley 
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We now stretch from 
Miami 
to Singapore... 













Comfortably, 


LM .- Comfort can go a long way in making a 
See flight seem shorter. That's why our first dass 
passengers relax in luxurious sleeper seats, 
on all our widebody flights. 
So after you ve enjoyed our superb in-flight 
service, stretch out and 
sleep. Allthewayfron FIRST & 


Miami to Singapore. 
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A little 
temptation 
for the 
power-hungry 


MPAQ DESKPRO 386/20e — a 386 20M ompact form. 









ais the new COMPAQ DESKPRO 386/20e is a 20-MHz 386 
personal computer built to satisfy the increasingly sophisti- 
cated needs of the professional. 

The COMPAQ DESKPRO 386/20e delivers extra 
386 power to people whose demanding needs have out- 
gown the capabilities of their 286 PCs. | 

e With cache memory and exclusive COMPAQ 
Flexible Advanced Systems (Flex) Architecture, this latest 
: JOMPAQ innovation runs the world's largest library of 
software 2596 faster than non-cache 20-MHz 386-based 
PCs, and 50% faster than non-cache 16-MHz 386-based 
machines. 






Not only will it run today's iein faster, 
its 32- bit design also lets you take advantage of 386 soft- 
ware and multitasking operating systems such as Micro- 
soft? Windows/386, MS® OS/2, XENIX® and UNIX. 

The new COMPAQ DESKPRO 386/20e offers 
you the flexibility to configure it to meet your needs now 
and to grow as your needs grow. With fixed disk drive 
options, tape backup options as well as an optional Intel 
387® or Weitek 3167 coprocessor, its standard one 
megabyte of memory can be expanded to a full 16 
megabytes. 

The COMPAQ DESKPRO 386/20e also has a long 
list of high performance features already built in — VGA 
graphics, support for hard disk drives, interfaces for 
printers, modem and mouse, and four expansion slots. All 
this in an advanced new design. | 

For people with growing responsibilities, this 
new COMPAQ DESKPRO 386/20e, designed by the 386 
technology leader, is undoubtedly, a move up the power 
structure. 


-It simply works better. 
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COMPAQ COMPUTER ASIA 
50 Tagore. Lane, 481-04, 1 


In a smaller, compact form that fits in more 
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mend isa afademiek ‘of Compaq Computer Corporation. Intel®; Intel 386 and Intel 387 are trademarks of Intel Corporation. Microsoft®, MS® XENIX are trademarks of Microsoft Corporation. MS* Windows/386 and MS® OS/2 are: products of 0 
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Singapore 2678 
Phone: 4500666, 4509977 
Telex; RS 51054 COASIA a 
Fox: 4592453 $ 
HONG KONG 

Microware USA td., 
Phone:5-471289 Telex: 8958 
EMKOM, Jakarta, 

Phone: 021-6000078/85 - 
Telex: 63651 
MALAYSIA Ex 
Microcomputer Centre, Kuala: 
Lumpur, Phone: 03-2417400 
Telex: 21386 
Penang, Phone: 04-372362 
PAKISTAN 



















Computer Graphics & Systems, 
Lahore, Phone: 042-871546 
Telex: 47001 : 
Karachi, Phone.021-440368 
Telex: 24074 = 
Islamabad, Phone:051-85319 
Telex: 54002 
PEOPLE'S REPUBLIC OF CHINA. 
Computerland China, Beijing, 
Phone:1-5128330 Telex: 21116]; 
Computerport, Hong Kong, - c 
Phone-3-699271 Telex.49904; — 
EEKON Enterprises Lid., 
Hong Kong, Phone: 5-714028 ^ 
Telex: 76626 
PHILIPPINES 
Datronics, Manila, Phone: 02- 
8182703 Telex: 23232 
SINGAPORE 

Computer Industries, Singapore, 
Phone: 2255836 Telex: 22907 
THAILAND 

Olympia Thai, Bangkok, 
Phone: 02-2340770 Telex: 20191 . 








Sydney-Australia 


WOODSTREAM 
COUNTRY CLUB 


East Hills, Sydney 


* The chance to own a golf course 
in Australia 
is rarer than a hole-in-one 


Greg Norman 
AUGUST 1988 


An established 18-hole club course on 60 hectares of superb riverside parkland just 22 km 
from the heart of Sydney. A design by the world's greatest golfer, Greg Norman, for an 
international championship course and nine additional executive holes. The option of 
developing full country club facilities — tennis courts, marina, bar and restaurant, 
accommodation, spa and gymnasium, swimming pool . . . and as much golf as you want, on 
your own course. 

A unique investment opportunity to mix business with pleasure. 


For Sale By Tender 


Tenders Close: 4pm Thursday 8 December 1988 


Further information & Tender Documents available from: 


Jones Lan Raine 
4% Wootton Raine & Horne N 


75 George St. Parramatta 255 George St. Sydney 
Sydney, Australia. Australia 
Fax (02) 633 9923 Fax: (02) 251 3419 


(02) 633 1922 (02) 233 2244 
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5o€* THE ubiquitous Kuwaiti Invest- 
ment Office (KIO) moves in a mysteri- 
Gus way, its wonders to perform. 
“Spurned by the British Government in 
its attempts to hold 21.6% of British 


Petroleum, the KIO may be looking | 
East. At any rate, the KIO has decided | 


it likes Singapore prime office real es- 
tate. 

So Hongkong-listed financial ser- 
~ vices company Dao Heng Holdings — 
-dn which the KIO and Malaysia's Quek 
= Leng Chan-controlled Hong Leong 
group each hold 44% — are paying 
$$125 million (US$61.9 million) for 
51% of property company First Capital 
«Corp. (FCC) holds a 70%-stake in Sin- 
gapore's Tung Centre. 

On 12 October, a day after this deal 
was announced, the KIO's 49% -owned 
stockbroker, J. M. Sassoon & Co., 
crossed 6.67% of Singapore Land 
shares at an estimated $$54 million. 
Under the disclosure rules, it eventual- 
ly emerged that the KIO was the buy- 
er. 

With a 30% direct share of the OUB 
Centre, and indirect holdings through 
Singapore Land and FCC in the Shell 
Tower and Tung Centre, the KIO now 
owns stakes in three of the four choicest 
properties in Singapore's prime Raffles 
Centre. 

Nor is the KIO alone in its en- 
thusiasm for Singapore property. Hong- 
kong magnate Sir Yue-kong Pao is re- 
portedly chasing the Meridien Hotel. 
And Suntec, the Hongkong billionaires’ 
consortium backed by TVB’s Sir Run 
Run Shaw, Cheung Kong’s Li Ka-shing, 
New World’s Cheng Yu- 
tung and International 
Maritime Carriers’ Frank 
Tsao, has made the top 
offer — $S$200.9 million — 
for the site of the planned 
S$1.1 billion International 
Convention and Exhibition 
Centre. Suntec, Singapore 
market rumour reckons, 
might also buy one of the 
twin office towers in Singa- 
pore Land's S$600 million 
Gateway project, on which 
work recently restarted 
after a three-year hiatus. 

Foreign interest underlines the 
growing appeal of Singapore property, 
and stocks such as Straits Steamship and 
City Development could be very much 
in fashion (even if stockbroker Morgan 
Grenfell is hawking 20 million City Dev. 
shares in a soon-to-take-place share 
placement). 

® BUT why should a Hongkong fi- 
nance company pay a premium — possi- 
bly up to 25% on net asset value — fora 
Singapore company with one prime 
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property; S$100 million cash and a list- 
mg? 

In a pathetic one-sentence comment 
to its shareholders, Dao Heng says the 
FCC stake is "intended for general in- 
vestment purpose." 

Dao Heng minorities who bought 


into a financial services company now : 


find 37% of group assets invested in Sin- 
gapore property. Dao Heng's case may 
differ from Hongkong's Tse Sui Luen, 
which was floated in Hongkong as a 
jewellery company only to mutate into a 
property outfit. But a fuller answer is 
needed. 

For its part, the Singapore market 
talks excitedly of the KIO injecting its 
property and industrial investments into 
FCC. The truth could prove more pro- 
saic. For one thing, the driving force be- 
hind the deal might be the Quek family, 
with ties to the controlling shareholders 
of United Industrial Corp. (UIC), 
which sold control of FCC to Dao 
Heng. 

The Queks, having used funds from 
a growing Hongkong business to buy 
control of Singapore-based FCC, may 
use FCC’s cash for long-haul property 
development in Malaysia. And why 
should the publicity-shy KIO dilute its 
stake in high-performing Singapore 
property assets by reversing them into a 
public vehicle? 

The KIO might prefer to unload less 
profitable financial assets into FCC, 


; such as Sassoon & Co. For Dao Heng 


shareholders, the spectre then looms of 
a merger between Sassoon and Dao 
Heng Securities — two companies with 


a history of personnel infighting in 
Hongkong that would make the Borgias 
flee. 

@ APART from Dao Heng minorities, 
the other big loser is UIC. UIC's share 
price has withered as share trading pro- 
fits dry up, commodity trading losses 
mount — m items from coffee to (repu- 
tedly) Hang Seng Index futures — core 
earning assets are sold, and capital is 
thinly spread among many risky pro- 
jects. 
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Maybe UIC's ventures into Malay- 
sian electrical products maker Roxy (it 


is underwriting a M$136 million 
[US$50.9 million] rights issue which ap- 
; pears to have flopped), industrial com- 
pany Raleigh and food maker QAF will 
come up trumps. 

But to heip fund its new projects, 
UIC sold FCC's prime Orchard Road 
office asset, the Promenade, in August 


FCC itself. 

The S$155 million Promenade sale ^ 
showed a handsome $$50 million profit 
on an asset held for just 13 months. Still, 
the Promenade was bought from Hong- 
kong's Jardine Matheson group as- 
sociate Dairy Farm, and the Jardine 
i group is notorious for selling low and 
buying high. Such luck is not easily re- 
peated. : 

The brave talk now is that UIC is a 
bull stock. But management unpredic- 
tability and the lack of core earning as- 
sets have seen Asia's high-flying “entre- 
| preneurial" stocks, such as UIC and 
| Joseph Lau’s Hongkong-listed Ever- 
| go group, become casualties of this 
bear market, though perhaps not to 
the spectacular degree of some Anti- 
podean counters. But Lau, at least, had 
the savvy to keep his quality. prop- 


erty. 
€ THREE years after political pres- 
sure forced the creation of media con- 
glomerate Singapore Press Holdings 
(SPH), business pressure has forced an 
unscrambling of the omelette. SPH is 
spinning off its overseas assets into 
Times Publishing, a subsidiary which 
last year accounted for 21% 
of group profit and 6096 of 
turnover. 
: The move reflects the 
need for Singapore com- 
| panies to diversity out of an 
increasingly mature domes- 
tic market. The demerger 
| terms look more attractive 
than those originally plan- 
P ned. But earnings growth at 
Times Publishing will de- 
| pend heavily on manage- 
| ments innovation in ex- 
panding offshore. With a 
distinctly unimpressive 
offshore track record, creativity does 
not seem to be a hot quality at SPH. 
The prospectus is vague on overseas 
plans and talks of growing in businesses 
the company knows best. That of course 
excludes SPH’s monopoly grip on Sin- 
gapore’s newspaper market, Still, 
Times Publishing is armed with S$78 
million cash after a property swap with 
SPH. If it can shake off bureaucratic 
ways, the counter might prove an in- 
teresting punt. 
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What goes up, may come down 


Prices slump for the latest issue of shares in Japan’s NTT 


By Nigel Holloway in Tokyo 


he sale of a third mammoth tranche 

of shares in Nippon Telegraph and 
Telephone (NTT) by the Japanese Gov- 
ernment has flopped, but its failure may 
come to be regarded as a milestone in 
the maturation of the country’s stock- 
market. The shares were priced for the 
sale at Y 1.9 million (US$15,026) each, a 
3.55% discount on the closing level of 
already-listed shares on 19 October. 

This means a lot of investors have 
taken massive paper losses on the sec- 
ond issue of the shares in November, 
which were sold for ¥2.55 million. 
Soon after NTT was 
first brought to mar- 
ket in February 1987, 
its stock climbed as 


f* million) 





fered, from 1.95 million last November 
(12.5% of the equity), to 1.5 million. 
This was intended as a confidence- 
boosting measure, but instead was 


interpreted as a tacit acknowledg- | 


ment that the shares would be diffi- 
cult to sell. NTT's price fell by 1196 
in the month after the 16 September 
announcement of the smaller issue 
volume. 

As soon as the stock slipped near Y2 
million, dealers say, the response of in- 
stitutional investors to the third tranche 
became much more positive. At one 


NTT LOSES ITS LURE 
"(Share price) 













point it had looked as if the governmen 

would not be able to sell even the re 
duced number of shares, but these fear 
seem to have been dispelled. 

One of thé problems was the shee 
size of the issue — Y2.85 trillion o 
stock. Investors had already been aske 
to absorb about ¥6 trillion in new stocl 
in the July-September quarter, mon 
than the total sum issued for the whol 
of the first half of the year. The failin; 
health of Emperor Hirohito was als 
said to have dampened market senti 
ment. But these factors probably onb 
played a small part in NTT's decline 
After all, the Finance Ministry was abk 
to raise ¥4.97 trillion from the seconc 
tranche, which was sold only days afte: 
the October crash. 

More important was that the govern 
ment accepted that it would raise les: 
money. Ás soon as institutions under 
stood that the government would accep: 
a lower price for the 
third tranche than for 
the second, NTT’s 
shares started to fall. 





high as ¥3.18 million. "PRE 
Those who bought 
NTT at the top, on the 
expectation that the 
government — would 
never allow the shares 
to drop, will have a 
long wait before the 
price returns to its 
earlier heights. 

The formula for 
pricing the — third 
tranche was exactly 
the same as for the 
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Institutional investors 
sold, hoping to cut 
their losses by averag- 
ing the prices of the 
three issues. 

Foreign opinion 
also seems to have 
played a part. The au- 
thorities were anxious 
to demonstrate that 
the Japanese stock- 
market was not rig- 
ged. Share prices in 















second. But the Fi- 
nance Ministry cut the 
number of shares of- 
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Avoiding future shock 


Japanese traders eagerly jump into stock-index dealing 


By Nigel Holloway in Tokyo 


in Japan is only seven-weeks old, 
some investors have already made a kill- 


| ing by exploiting the misalignments of 
cash and futures prices. Between 26 


and. 28 September, the premium of the 
December position of Nikkei futures 


| over cash fell from 516 points to 128 


points. 

By selling the futures index and buy- 
ing a representative basket of Nikkei- 
constituent shares on 26 September and 
then reversing the position two days 
later, an investor could have made pro- 
fits of Y 19.4 million (US$144,992) on a 
trade of 50 contracts. 

Dealers say this index arbitrage ac- 


. counts for only about 10% of the vol- 


ume on the Osaka Securities Exchange 


Ithough stock-index futures trading | 





(OSE) where the Nikkei-225 index is 


traded, and about the same amount on | 


the Tokyo Stock Exchange (TSE) which 
has its own index covering more than 
1,100 companies listed on the first sec- 
tion of the exchange. More than half of 
turnover is made up of short-term 
speculation conducted by stockbrokers 
in which they take a bet on whether 
the index futures will move up or 
down. Hedging by fund managers is 
small. 

There are about five securities firms 
in Tokyo operating arbitrage between 
Nikkei futures and the cash market 
using a basket of more than half the 225 
constituents, sources say. They include 
Nomura, Nikko, Salomon Brothers and 
Morgan Stanley. 


*. + . . . . .* + rae * 
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Tokyo routinely rise 
ahead of an issue as 
brokers ramp shares. 
The first two NTT is- 
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Source: Datastream. 





REVIEWGRAPH by Andy Tang 


New Japan Securities, a large local 
broker, has a different approach. Each 
day it constructs three different baskets 


| of stocks for arbitrage purposes: one of 


20 issues, another of 50 and a third of 
100, each selected to track the Nikkei 
index as closely as possible. It will then 
choose one of the three depending on 
the amount of activity in the cash mar- 
ket; the heavier the volume the smaller 
the basket. Kazuhiro Nomura, a dealer 
for the firm, says that because these bas- 
kets cannot exactly match the move- 
ment of the index, any positions are 
only held briefly. 


| T 33s between the cash and the fu- 





tures market is not the only way of 
exploiting misalignments in price. In- 
vestors can also make a profit from diver- 
gent patterns of the Nikkei and Topix — 
which covers all 1,108 shares quoted on 
the first section of the TSE — futures, 
and between the Nikkei index traded in 
Osaka and the Nikkei index which has 
been traded on the Singapore Interna- 
tional Monetary Exchange (Simex) 
since September 1986. These are not 
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sues were regarded as perfect examples 
of this practice. 

On a current price-earnings ratio for 
this year of around 120, NTT may still 
seem overpriced against a market aver- 
age of 70. The company is forecasting a 

1.5% decline in revenue to €5.58 trill- 

ion.in the year to March 1989, and an 
_AL% drop in recurring profits to ¥441 

billion, following the divestment of the 

data-communications division in July 
;: 1988. Margins will also be squeezed by 
-inereasing competition from the new 
common carriers. 

The picture is not entirely bleak, if 
the common carriers and the ministry of 
posts and telecommunications succeed 
_oin-breaking up NTT. According to 
-Timothy Marrable of Kleinwort Benson 
- International, NTT's land assets total 
X40 trillion (€2.56 million a share), a 
factor which comes into play if the firm 
*Ci$ carved up either by region or by oper- 
ation. Such was the anxiety of the un- 
derwriters that a possible break-up of 
NTT was cited by the securities houses 
as a reason to buy into the third 
tranche. 

Now that investors have realised that 
the government cannot guarantee pro- 
fits from the sale of shares in state- 
owned enterprises, the authorities will 
have to be more careful about how they 
arrange these issues. The Finance Minis- 
try still has 2.4 million NTT shares to 
sell to reduce the government's stake to 
30% by March 1990. Of more concern is 
the flotation of Okinawa Electric 
Power. The first tranche of 10% of the 
14.7 million shares will be put up for 
competitive bidding in November. The 
first privatised parts of Japanese Na- 
tional Railways may also come up for 
sale in 1989. 


technically arbitrage transactions, be- 
cause they are not identical instru- 
ments. The Simex and OSE contracts 
have a different size and terminate on 
different days of the month. 

Sources say that “spread trading” 
between Simex and the OSE accounts 
for only.a small part of OSE’s total 
turnover in Nikkei futures, but a large 
slice of Singapore’s turnover where 
total activity is much smaller. 

The more intriguing option is 
the possibility of trading between 
Nikkei and Topix futures. Although 
-both indices are about as volatile 
as each other, they are calculated 
differently and the Nikkei contains 
much fewer issues. Topix is weighted 
according to market - capitalisation 
and Nikkei is weighted in proportion 
to the share-price equivalent of a 
¥50 par value. The most important 
difference is the relative weighting 
given to financial shares in the respec- 
tiveindices: 32.4% of Topix and 12.5% 
ot Nikkei. 

Spread trading between the two indi- 
ces has been small so far, partly because 




















ENVIRONMENT 


Taiwan villagers shut plant 


Future of plastics and chemical industries in doubt 


By Jonathan Moore in Taipei 


he four-day closure of a large petro- 

chemical complex in southern 
Taiwan by villagers protesting about 
pollution has cast a cloud over the fu- 
ture of Taiwan's plastics and chemical 
industries. 

The protest at Linyuan is only the 

latest in a string of conflicts between 
chemical companies and increasingly 
affluent local residents who are worried 
about Taiwan's severely polluted en- 
vironment. 
. Villagers near the 18-company in- 
dustrial park forced the closure follow- 
ing a breakdown in negotiations over 
pollution from the complex's water- 
treatment plant. Residents from neigh- 
bouring fishing villages say that over the 
past 10 years a series of accidents has 
polluted the coast with effluent, de- 
stroying marine life. 

The Linyuan complex, the largest in 
Taiwan's extensive and highly inte- 
grated petrochemical industry, includes 
two of the Chinese Petroleum Corp.'s 
(CPC) four naphtha cracking units. The 
17 other companies in the complex pro- 
vide some 7076 of the raw materials re- 
quired by Taiwan's chemical industry. 
The petrochemical industry accounts 
for between 20% and 30% of Taiwan's 
GNP. Thousands of downstream manu- 


| facturers, from toy makers to computer 


companies, rely on its products. 
The closure raised the prices of pet- 


E JAPAN'S INDEX FUTURES RIVALS § 


n 11 May '88) 
Nikkei 225 





REVIEWTABLE by Ricky Hui 


they have tended to move in tandem 
since the markets began on 3 Sep- 
tember. 

However, if an investor takes the 
view that financial shares will signific- 
antly underperform the rest of the mar- 
ket over, say, the next few weeks, it 
would be sensible to short Topix futures 
and long the Nikkei. 

If spread trading between Nikkei 
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roleum raw materials by 20% and cost 
the companies an estimated NT$5 bil- 
lion (US$174.5 million) inlostsales. One - 
of CPC's high-energy naphtha crackers 
was also damaged by the hurried shut- 
down, and will be out of action un 
end of the month. But economists said 
company stocks were sufficient to cove 
the disruption and they insisted the 
pact of the closure would be lim: 

Taiwan has invested much time and 
effort into integrating the industry, 
which is highly self-sufficient. State- 
owned CPC's four naphtha crackers are 
capable of producing some 900,000 ton- 
nes of ethylene a year. It is planning to 
build a fifth naphtha cracker, and pri- 
vate plastics giant, Formosa Plastics, 
wants to build a sixth. Running battles 
with local residents over the past year 
(REVIEW, 25 Feb.), however, have 
jeopardised their plans. 

Even among economists, the debate . 
rages over whether Taiwan, a small is- 
land with a population of 20 million, 
needs six high-technology ethylene 


plants. “The bottom line is, Taiwan will |: 


become a higher cost production plat- 
form. Costs that have been borne by so- 
ciety will now have to be internalised by 
the companies," said an economist in- 
Taipei. “Taiwan cannot specialise in 
polluting industries anymore," he 
added. 

The government remains committed 


and Topix futures were sufficiently 
large, this would have the tendency to 
bring the two futures indices into 
line temporarily. This could not 
last long because the two indices 
are not identical. A gap would open up 


between the cash index and its equiva- | 


lent futures index and "pure" arbit- 
rage would bring the cash and the fu- 
tures index more into line with each 
other. 

Arbitrage trading on 26 September 
was sufficiently large to have pushed 
up the cash market on the TSE. - 
Sources say that anything more than. a 
single trade of 300 Nikkei contracts 
offset by a similar sized investment in ` 
the cash market on an average day's 

volume of 600-700 million shares will’; 
move the cash index. This may be one : 
possible reason why most individual 
trades are only five to 10 contracts in 

size, dealers say. Since trading volume 
on the OSE's Nikkei futures is averág- .- 
ing 15-20,000 contracts a day, the poten- 

tial effect on the spot market is consid- | 
erable. Topix trading has recently ex-- 


ceeded that of the Nikkei. | 































































to developing the petrochemical in- 
dustry. Officials say they will make 
sure that new plants are cleaner and 
they have promised to modify exist- 
ing plants. 

Meanwhile, the costly settle- 
ment solution agreed in emergency 
talks between residents, companies 
and the Ministry of Economic Af- 
fairs’ Industrial Development 
Bureau (IDB) has underlined 
the governments poor record 
of handling Taiwan’s pollution 
problem. 

Under the agreement, 21 vil- 
lages in the Linyuan area will re- 
ceive a total of NT$1.27 million in 
compensation from the companies 
in the park, and the companies will have 
a year to modify the water-treatment 
plant. 

The agreement was widely criticised 
on the grounds that it appeared to set a 
bad precedent — paying compensation 
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to villagers rather than investing in plant 
to solve the pollution problem. The 
companies involved are now negotiat- 
ing among themselves over how to split 
payment which must be made within 
one month. 


Busted but not broke 


BCCI cries ‘foul’ over US drug-money laundering charges 


By Anthony Rowley in London 


B ank of Credit and Commerce Inter- 
national (BCCI), the bank at the 
centre of a US Customs action alleging 
drug-money laundering, claims that its 
funding and business activities — in- 
cluding those in Hongkong — have re- 
mained unaffected by the controversy. 

A spokesman for BCCI in London 

told the REVIEW on 18 October that 
"the bank is operating absolutely nor- 
mally." He would not comment specifi- 
cally on the Hongkong operation but 
implied that intergroup borrowings 
owed to it are small by comparison with 
BCCT's total resources. 

Other sources close to BCCI 
Suggested that authorities in the US and 
elsewhere are in effect victimising a 
Third World bank. BCCI was founded 

by Pakistani entrepreneur Agha Hassan 
Abedi (formerly of Pakistan's Habib 
j^ Bank and United Bank) who is now the 

~bank’s president. There are no Pakis- 
]-tani shareholders in BCCI, though an 
_ impressive list of Arab shareholders in- 
cludes several members of the Saudi 
"royal family. 

Since its founding 16 years ago, the 
bank has expanded rapidly. Total assets 
now exceed US$20 billion and it is one 
of the largest privately owned banks in 
the world, with 400 branches in 73 coun- 
tries (including some 30 in Colombia). 
Its fiercely competitive business 
methods have brought it into sharp 
competition with longer established 
banks, including colonial institutions. 

Three BCCI corporate units, whose 
holding company is incorporated in 





Luxembourg, are among defendants in- 
dicted by a Federal grand jury in the US 
following a two-year investigation into 
the alleged laundering of US$32 million 
of profits from cocaine sales. The defen- 
dants are accused of laundering drug 
profits from  Colombia's powerful 
Medellin cartel. 

Nine officers of BCCI are among 80 
people charged with money laundering 
and conspiracy to possess cocaine. It is 
alleged that the BCCI branch in 
Panama was used to pass funds to drug 
barons in Colombia via funds wired 
through BCCI in various parts of the 
world. The BCCI employees indicted 
include branch managers, country man- 
agers, corporate managers and direc- 
tors of certain divisions. 


n of the US actions against 
the bank caused a minorsensation in 
London where BCCI is well known and 
where it has 29 branches serving mainly 
the Asian immigrant community. 
BCCI strenuously denied any 
wrongdoing and claimed that a “mali- 
cious campaign” had been mounted 
against it. Sources close to BCCI told 
the REVIEW it was hard to see why the 
US Customs had so far proceeded only 
against BCCI and not three other banks 
allegedly involved in the US$32 million 
laundering of profits allegedly made from 
cocaine sales and out of which only 
USS$14 million relates to BCCI. Likewise 
they questioned why BCCI should have 
been indicted as an institution in addi- 
tion to indictments against individuals. 


IT'S THe SAME EVERYWHERE 
— THE PRICE OF AFFLUENCE 





cau Linyuan plant's size 
and. importance, they had to re- 
solve the issue quickly, whatever 
the cost. "This industrial park is a 
special case," IDB chief Pan Ting- 
pai said. If other plants were to 
meet a similar crisis, the govern- 
ment might allow them to remain 
shut down, he added. 

The Linyuan incident caps a 
lengthening list of environmental 
showdowns, including conflicts be- 
tween residents of Houchin, the 
projected site of CPC's fifth 
cracker, and in Taoyuan, where 
Formosa Plastics hopes to site its 
plant. In recent months, residents 
of Lukang forced Du Pont Co. to recon- 
sider its plans to build a pigment plant 
there. The conflicts are likely to con- 
tinue. Despite government promises to 
upgrade plant and equipment, people 
remain deeply distrustful. [A] 





These sources suggested that au- 
thorities were “out to get Third World 
banks” which are “supposed to be in 
rags and have begging bowls around 
their necks” rather than being as com- 
mercially successful as BCCI. 

Four European central banks had 
been jointly monitoring the dealings of 
BCCI since May. This 1s believed to be 
an unprecedented action. The four 
were the Institut Monetaire Luxem- 
bourgeois, covering BCCI’s holding 
company operations (it only has a small 
presence in Luxembourg), as well as 
banking supervisors in Britain, Spain 
and Switzerland. 

The Bank of England declined to say 
whether any special support lines had 
been made available to BCCI in the 
wake of its troubles, or whether it had 
suffered any run on deposits. 

Asked about the position of its 30- 
branch Hongkong operation — which is 
owed some HK$1.5 billion (US$192.3 
million) by the Luxembourg parent and 
other affiliates (REVIEW, 20 Oct.) — a 
bank spokesman in London noted that 
"this is a US$20 billion institution witha 
capital base of US$1.6 billion.” BCCI 
daily interbank transactions amounted 
to US$500 million. 

He discounted any financial prob- 
lems within the bank and pointed to the 
powerful shareholder base which was 
“fully committed". to the bank. BCCI 
supplied the REVIEW with a list of 50 
shareholders, mostly Arab and includ- 
ing three Saudi princes. The royal fam- 
ily of Abu Dhabi is also involved. 

The name of South magazine is often 
linked with that of BCCI but South's 
publisher Humayun Gauhar said that 
while BCCI is one of four or five major 
banks that South Publications "has rela- 
tions with," the bank has never had any 
shares in the company. Gauhar is man- 
aging director of the Third World Foun- 
dation to which BCCI is a donor. O 
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[ECONOMIC MONITOR THAILAND 


Investment-led surge 


"or GDP is expected to grow 
at a real rate of 996 this year, driven 
by surging investment in all sectors, ac- 
cording to Chavalit Thanachanan, de- 
puty governor of the Bank of Thailand 
(BoT, the central bank). Most 
economists, however, are predicting a 
slight slowdown in real GDP growth to 
79, next year. 

According to the BoT, agriculture 
should expand by more than 7% this 
year, compared with a forecast of 4.9% 
in January. Last year, agricultural out- 
put fell 2.5%. Industrial growth is ex- 
pected to be 10.7% or more, against 
10.2% last year. 

Construction growth should also top 
10% and is predicted to remain strong in 
1989. Demand for housing loans has not 
fallen with the onset of the rainy sea- 
son as usually happens, nor have ris- 
ing interest rates had a major impact. 

Bangkok area housing starts 
remain high. Construction activi- 
ty away from the capital is also 
strong. Building on the Eastern 
Seaboard is going full tilt in anti- 
cipation of an influx of business 
from tourism and industry. But 
there is mounting concern that 
Pattaya and surrounding areas 
are rapidly becoming overbuilt. 

Fuelling the construction 
boom is a stronger-than-pre- 
dicted growth in commercial 
bank lending. Credit growth at 
the 15 Thai commercial banks 
between January and August 
was 15.5%. At the end of Au- 
gust the year-on-year growth 
was 28.7%, against 23.8% last 
year, according to Bangkok 
Bank. 








Over the same eight-month period, 
bank deposits grew by only 9.6% to 
Baht 818.2 billion (US$32.09 billion). 
This represents an annual rate of 
14.4%. It is likely to have accelerated in 
September when interest rates rose 
sharply following the collapse of a bank 
deposit rate accord. Fierce competition 
among banks pushed savings rates from 
5.5% to 6-7.5%. 

Despite tighter money, lending is not 
expected to slow at all in the final quar- 
ter of this year. Many banks have raised 
funds offshore and through property 
sales. 

The BoT’s main worry is inflation 
which has been contained in recent 
months. The consumer price index rose 
at an annual rate of 4.5% during the 
January-July period. BoT forecasts that 
the rise will not top 5% this year. Pro- 
ducer prices rose steadily in July — 


THAILAND’S CREDIT BOOM 


(Baht billion) (Loan expansion of 15 commercial banks) 
840* 

















basic raw materials for industry were up 
22% from a year earlier. However, ac- 
cording to government indices, prices of 
finished goods have fallen by 1.7% in 
the January-July period. 

The high price of raw materials is 
likely to ease soon, however. The gov- 
ernment is mulling over a plan to cut 
local fuel prices in keeping with the fall 
in crude oil import costs. 

Consumer spending was strong in 
the first half. Siam Commercial Bank 
figures from 33 Bangkok department 
stores show sales of Baht 4.8 billion, 
20% higher than the first half of 1987. 
New passenger car sales at the end of 
September reached 27,844, 45.396 
higher than the first nine months of 
1987, despite a heavy price increase. 

Trade has soared at a totally unex- 
pected pace, giving rise to worries about 
a widening deficit. Imports at the end of 
August reached Baht 307.5 billion, 
against exports of Baht 247.7 billion. 
Imports expanded at an annual rate of 
34.770, while exports rose by 
24.6%. 

The deficit at end-August of 
Baht 59.9 billion was already well 
over the Baht 55 billion predicted 
for the whole year by the BoT at 
the end of 1987. A figure of Baht 
80 million is now considered 
likely by the year-end. Capital 
goods figure strongly in imports 
so the deficit is not alarming. But 
its growth relative to government 
reserves of US$6.3 billion has 
generated concern. 

A steady increase in tourist 
numbers is helping to moderate 
expansion of the current-account 
deficit. In the first six months, ar- 
rivals topped 2 million, 24% higher 
than the 1.6 million for the same 
period of last year. — Paul Handley 
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Company Period 


profit 


Net % change 
on period 


% change | Dividend 


Turnover onperiod | (prev.) 
[rmt 


Comment 





H30 June | HK$305m 
(US$39.1m) 


Dairy Farm 
Int'l Holdings 


+77 


HK$7.6b t2 


(US$974.4m) 


Hongkong-based supermarket group forecasts strong 
growth for Asian, Australian and British operations. 





H30June | HK$175m 


(US$22.4m) 


Inchcape 
Pacific 


+58 


-— — 


HK$3.99b +19 
(US$511.5m) 





Henderson Y 30 June 


Land Dev't 


HK$1b 
(US$128.2m) 


HK$2.28b +34.1 


(US$292.3m) 


-— 


Hongkong subsidiary of Britain's Inchcape plc reported 
improved regional profits from services and marketing. 


Profit growth attributed to the past year's buoyant property 
(19 HKc) | market in Hongkong. 





H30 June | S$15.8m 


(US$7.8m) 


S$112m +2 
(US$55.4m) 


4S¢ 
ik (same) 


Singapore company said profits rose due to increased tin 
smelting operations and interest income. 





H30 June | Won 5.2b 


(US$7.3m) 


Tongyang 
Nylon 


Won233.5b | +20.4 na. 
(US$328.9m) (na) 


Higher materials prices cut net for South Korea's largest 
nylon filament maker, despite strong sales. 





H30 June | Won 9.1b 
(US$12.8m) 


Daewoo 
Electronics 








+ 
Won 485.5b +21.7 n.a. 
(US$683.8m) | (n.a.) 


Improved exports of computers and peripherals helped 
carry the South Korea firm to higher earnings. 





Won 1.74b 
(US$2.5m) 


Oriental 
Brewery 


H30 June 
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Won 304.15b +21.3 n.a. 
(US$428.4m) (n.a.) 








South Korea's largest brewer is experiencing a mini-boom 
from expansion of consumer spending. 





























17 Oct. 
USS1 WORTH 


URR 


Spot 


ENCIES 


Previous 
weekt 


S3 months 





dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 


Australia 
Britain 
Canada 
France 
Hongkong 
india 
indonesia 
Japan 
Malaysia 
New Zealand 
Pakistan 
Philippines 
Singapore 
South Korea 
SriLanka 
Switzerland 
Taiwan 
Thailand 
West Germany 


baht 
mark 


NT dollar 


1.236 
0.569 
1.205 
6.165 
7.812 
14.742 
1,711.00 
127.29 
2.677 
1.589 
17.83 
21.34 
2.0202 
707.90 
32.949 
1.527 
28.78 
25.29 


T. 1.806 i 


| ratet L 


1.248 
0.585 
1.208 
6.325 
7.8175 
14.40 
1,706.00 
132.40 
2.6865 
1.609 
17.83 
21.23 
2.0355 
714.80 
32.971 
1.575 
28.94 
25.43 
1.855 





25.595 
1.888 





Banknote 
rate 





Bangladesh 
Brunei 
"Burma 
Macau 
Nepai 
PapuaN.G. 


taka 
dollar 
kyat 


rupee 
kina 


pataca 


29.50 
2.033 
20.80 
8.057 
26.50 
| 9892 








Poa |o 


Official 
rate 


Communist 
countries 
China 
USS- Hmb 3.722 
HKS = Rmb 0.476 
Soviet Union 
USS=Rouble 0.6218 





Other: SDR1=US$1.31247, ECU1-—-US$1.1442, 


$$1=M$1.327, £1 =HKS13.6943, 

S months forward: Japan Y 127.625, 
Hongkong HK$7.809, Singapore S$2.011, 
TMiddlerate "Selling rate 


Laos 

US$ .New Kip 430.00 
Vietnam 
| US$= Dong 368.00 








Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 








NTEREST RATES (9) 


17 Oct. Prime 
Australia 
Britain 
Hongkong 
indonesia 
Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 
Taiwan 
Thailand 

US 


T-year 
treasury 
bilis/bonds* 


interbank 
1 month? 


i interbank 





4.21 


3.693 


17.295 

15.70 
5.01 
6.80 
8.042 





11.8125 
8.125 

19.50 
4.6875 


3.60 
13.80 
13.50 

5.00 

4.00 
11.75 


13.39063 


| 1200 
8.3125 L 8.625 8.625 


3months* 
| 13.98438 14.25 
11.875 11.75 
| 8.25 
i na. na. 
| 48125 4.75 
i 
3.70 


P 
| 13.95 | 
| 
| 
| 


3.80 
14.00 
14.00 14.00 


5.1875 


4.80 5.20 





EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT 


RATESt 








3 months 


& months 12 months 





£ Sterling 
Yen 
Swiss Fr. 





*long term **short term 


8.50 
11.878 
4.6875 
3.6875 
4.9375 
13.6875 
10.125 


t offered rate 


Source: Telerate, Vickers da Costa & Co. 


8.50 
11.8125 
4.625 

3.75 

5.00 
13.6875 
10.125 


8.625 
11.5625 
4.5625 
3.8125 
5.0625 
14.00 
10.28 


BOND YIELDS (%) 


Average of representative high-grade issues 





Latest 


Year 
ago 





Gold 


Copper 
Current delivery (Dec.) 
Jan. delivery 
Aluminium 
Current delivery (Oct.) 
Dec. delivery 
Tin 
Cotton 
Current delivery (Dec.) 
Mar. delivery 
Rubber 
Current delivery (Nov.) 
dan. delivery 
Paim Oil 
~ Current delivery (Dec.) 
Feb. delivery 
“Sugar 
Current delivery (Jan.) 
Mar. delivery 
Pepper 
Sarawak Asta bik 100% 
Wheat 
Current delivery (Dec.} 
Mar. delivery 
Maize 
Current delivery (Dec.) 
» Mar. delivery 
Rice 
5% white fob 
Soyabeans 
Current delivery (Nov.) 
«dan. delivery 
“Cocoa 
Current delivery (Dec.) 
Mar. delivery 
Coftee 
Current delivery (Nov.) 
Jan. delivery 
Petroleum 
Sumatran light 
Brent 


London 
New York 


London 


Kuala Lumpur 
New York 


Kuala Lumpur 


KualaLumpur | (5) 


New York (4) 


Singapore a0 


Chicago (6) 


Chicago m 


Bangkok {8} 


Chicago $) 


London m 


London 0) 


Tokyo {tt} 


London n9 


411.80 


125.35 
120.80 


1,315.00 
1,267.00 


19.54 


55,58 
55.50 


277.50 
278.50 


992.00 
1,014.00 


9.58 
9.63 


352.50 


428.60 
431.60 


293.60 
297.40 


305.00 


804.00 
817.20 


776.00 
780.50 


1,133.50 
1,137.80 


12.00 
13.55 








8 


481.75 


85.15 


1,271.00 


17.19 


68.19 


259.00 


775.00 


7.12 


1,077.50 


306.20 


185.20 


278.00 


543.60 


1,141.00 


1,315.00 


18.25 
19.15 





į 





{HEatone (22 M$akg 
{7} USe¢ a 56 tb bushel 


(8) US$ a tonne 


(3) US$ an oz 


(4) USe a lb 
(9) Mc akg 


(5) M$ a tonne 
{10}S$ a 100 kg 


{6} USc a 60 ib bushel 





17 Oct. 


1 month 


Latest ago 





US$: 


Domestic 


international 


| Yen: 
| Domestic 


international 


Dm: 
Domestic 


: d international 


AS: 
Domestic 


internationai 


C$: 


Domestic 


=} international 


le: 


Domestic 
International 


NZS: 


Domestic 


J] international 


] SFr: 


ECU: 


3-5 yearst 
7-10 yearst 
3-5 yearst 
7-10yearst 


3yearst 
iü0yearst 
3-Syearst 
7-10 yearst 
3-5 years" 
10 years * 
3-5yearst 
7-10yearst 


3 years t 
tüyears t 
3-5yeatst 
7-10yearst 


Syears * 
iüyears * 
3-5yearst 
7-10 years? 


3-Syearst 
7-10 years t 


3-5 years t 
7-1üyearst 
3years * 
7T-10years* 


3-5 yearst 
7-10yearst 


3-5 years! 
7-10 years t 


| 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


8.86 
8.98 
8.76 
9.02 


4.56 
$25 
4.54 
5.40 





5.87 
n.a. 

| 5.90 
6.48 


n.a. 
n.a. 
13.08 
12.30 


i 

| 

i 

| 

| 

| 

| 

| 

l 

| 10.10 
| 10.07 
| 10.22 
| 10.30 
| 
i 
| 
| 
| 
| 
j 


na 

n.a. 
10.34 
10.10 


n.a. 
n.a. 

10.80 

10.51 


13.325 
12.85 
13.63 
12.895 


13.2025 
12.74 
13.53 
12.855 


4,34 
4.64 


4.73 
4.59 


7.23 7,44 


Te | 770 





(11)USSabarrel Source: Telerate, Reuter. 


* AAA corporate 


f Government 
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interbank 
6monthst 


8.3125 


5.3125 


Source: Telerate. 


EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are forthe week ended 15 October. 











115 — 
Singapore 
105 ———————ÀÀÀ 











95 —— 





Malaysia 








New Zealand S. Korea Thailand 


H pu S To icin Re ie RET a aE 
ana 
= Ba 

usi 55 an nt aeai oe 


60 — 45 ——. 


a — M n 











Philippines indonesia 








1988 
{end year) (end month) (weekly values) fend month) (weekly values) 
Source: UBS-Phillips & Drew. 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 








AUSTRALIA 


d i 


CHINA HONGKONG INDIA INDONESIA zu JAPAN 





[Economic Growth % (rea (1) d 
1987 46 94 13.5 4.10 3.6 42 
1988 1-3 7-75 5-7 1.50 3-4 3.5-4.5 
international Reserves (5) ] 

Latest US$12.80b US$19.06b n.a. USS6.20b US$5.30b USS88.08b 
(July) (June) (Apr.) (June) (July) 
Year earlier US$9.35b US$13.55b n.a. USS6.50b US$4.15b USS$69.53b 
Trade Balance (total merchandise) 

Latest 3 months : -US$0.73b ~ US$0.63b ~US$0.09b —US$0.95b +US$3.24b +US$16.08b(6) 
(Qune-Aug.] (Jan.-Mar.) (June-Aug.) {Jan.-Mar.} {Mar.-May} (June-Aug:) 

Previous 3 months * US$0.08b -US$1.24b —USS$1.13b -US$1.57b +US$2.62b +US$19.25b 

Year earlier -US$0.18b -US$0.52b -* USSO.46b -USS1.51b +US$1.76b +USS18.75b 
Exports i i ; 

Latest 3months USS$8.15b US$8.92b US$16.76b USS3.39b d USS65.94b(6) 

wachanga previous 3 months -5.4 -33.4 +20.94 +17.8 -2. *0.8 

% change year earlier i *45 +22.4 +29.47 +28.7 : +47.2 

imports (5) 

i = iLatest3 months US$8.88b US$9.55b US$16.85b USS4.34b US$1.40b USS47.88b(5) 
% change previous 3 months +41 -34.8 +12.43 -2.5 -35.2 +39.3 
% change year earlier | +41.0 +14.8 +34.98 +48 -35.4 +27.6 
Consumer Prices i 
Base July 80-June 81-100 |. Sept.-Dec. 1986 — 100 lOct. 84-Sept. 85—100(2) 1960-100 . 77-Mar. 78 = 1985-100 
Latest 3 months index average 179.0 107.96 i 118.0 772.0 310.47 101.1 
{Apr.-Juns} (Sept.-Dec.) i (Apr.-June) {May-July} (June-Aug.) 
56 change previous 3 months +3.09 -0.4 2. $2.6 +24 unchanged 
% change year earlier +148 -2.0 £T. +444 +86 +85 


Money Supply (3 
Latest 





A$132.5b Rmb 823.31b i Rs 1.741(10) Rps34.97t ¥995.76t 
: (July) | (Mar) : E (Feb.) (July) 
% change previous month +13 . . ! *24 +40 
% change year eater iH "m 12.8 on +29. d + _ = E o +25.4 PER Ht 14 


MALAYSIA SINGAPORE SOUTH KOREA TAIWAN THAILAND 

















Economic Growth % (real) (1) 
1987 4. 
1988 6- 

international Reserves (5) 1 
Latest US$6.22b US$0.48b USS$15.87b US$9.56b US$70.33b US$4.97b 

(June) {July} (May) (July) {June} (July) 
Year earlier US$7.09b US$1.46b USS13.70b USS3.29b US$60.72b US$3.83b 

"Trade Balance (total merchandise) 

Latest months * US$0.61b(4) -US$0.29b —USS1.21b +US$2.25b(6) +US$3.60b -US$0.67b 

(Jan.-Mar.) (May-July) i (May-July) (July-Sept.) {dune-Aug.} (Apr.-June] 
Previous 3 months + US$0.80b US$0.21b i -USSO.B9b *U$$1.70b *US$1.67b ~ US$0.700 
Year earlier +US$0.50b US$0.25b i -—US$1.11b -US$1.36b * US$5.34b - US$0.36b 

Exports (7) 2 
Latest 3 months US$4.08b(4) US$1.79b USS9.79b US$15.80b(6) US$16.19b US$3.61b 
% change previous 3 months -10 412.6 +13.5 +40.2 +9.9 +53 

-M change year earlier +34.9 +22.6 +36.4 +30.1 +12.7 +28,9 

imports (5 
tatest3 months US$3.47b(4) US$2.08b USS$11.0b US313.56b(6} US$12.59b US$4.29b 
% change previous 3 months +3.2 *15.6 415.9 -73 -3. *3.8 
% change year earlier +36.8 +24.6 +32.2 +25.7 x $36.7 


Consumer Prices 
Base 


2 5.05 8.8 120 11 6.6 
8 5.5-6.5 8-10 10-11.5 $-8 7-9 


1980= 100. 1978= 100 June 82-May 83= 100 1985= 100 1976-100 
Latest 3 months index average 128.6 403.0 104.4 114.3 209.5 
(Feb.-Apr.) (June-Aug.) i (May-July) (July-Sept.) (June-Aug ) (Apr June) 
% change previous 3 months -0.1 +2.0 *0.4 -12 +49 tht 
% change year earlier +1.14 +8:7 +46 +7.0 414 +4. 
Money Supply (3) 
Latest M$55.67b P163.44b $$37.53b Won 43.23t NT$4.58t Baht 847.75 
n (May) {May} {June} {Aug} {July} i {May} 
35 change previous month ~0.3 +2.7 +0.04 +14.2 +15 £14 
% change year earlier L +25 i +23.2 | 3116 +17.4 i +24.2 +13:86 


(f) Officia and other estimates of GDP (GNP in Japan} (2) Consumer Price index A (3| M2 or currency plus bank deposits (4) Peninsular Malaysia only — (5) IMF definition of reserves minus gold 
exceptforSingapore (6) Customs basis (7) fob — (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official statistics. 
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TAIPEI: The market continued its des- 
cent in lacklustre trading, falling 
13.4% in the period, down 30% from 
its peak on 24 Sept. The 12 October 
closure of a large petrochemical park 
near Kaohsiung further dampened 
plastics. stocks. Turnover averaged 
NT$1.37b (US$47.82m). Formosa 
Plastics lost NT$23 to NT$110.50 and 
Taiwan Cement lost NT$26 to NT$121. 


TOKYO: Despite better prospects for 
oil prices and interest rates, trading 
was dull with share prices little 
changed. Emperor Hirohito’s health 
continued to dampen sentiment. 
Banks were gainers, with Sumitomo 
Trust up ¥400 (US$3.16) to ¥3,040 
and Mitsubishi Trust up ¥200 to 
¥3,100. Tokyo Electric put on ¥170 to 
36,300. Daily volume averaged 666m. 


HONGKONG: While the Hang Seng 
Index steadily inched upwards, putting 
on 27.14 points for the period, daily 
volume nose-dived from above HK$1b 
(US$128.2m) to HK$453.6m. Hender- 
son Land gained 35 HK cents to 
HK$5.60, Century City put on 6 HK 
cents to H$1.62 and Hang Seng Bank 
lost 30 HK cents to HK$27.80. Total 
volume traded was 3.94b shares. 


SINGAPORE: After initial optimism, 
volume slumped again to the 10m level 
around 15 Oct. and prices dropped as 
profit-takers moved in. DBS lost 15 S 
cents (7.4 US cents) to S$7.50 while 
Sembawang Shipyard lost 6 S cents to 
$$3.14. Both counters were helped by 
a minor rally at the end of the period. 
Daily turnover averaged 14.9m shares, 
worth $$22.9m. 


KUALA LUMPUR: After a short-lived 
rally, volume slumped to former low 
levels and share prices fell on con- 
tinued weakness of overseas markets. 
But late selective bargain-hunting saw 
some recovery. United Engineers lost 
16 M cents (6 US cents) to M$3.40, but 
United Malayan Flour rose M$1.25 to 
M$8.50. Average turnover was 7.4m 
shares a day, worth M$15.6m. 





BANGKOK: Turnover fell while the 
focus was mainly on a few new issues. 
Volume averaged 4.4m shares a day 
worth Baht 416m (US$16.4m), with 
the foreign and big-lot boards account- 
ing for nearly 20%. Electronics coun- 
ters Kuang Charoen and Charoong 
Thai led, up Baht 21.50 to Baht 106 and 
pm 6 to Baht 97.50, respectively. In- 





ternational Trust lost Baht 0.75. 





102 























Traders are a bit more cheery 


OPTIMISM carried many of the region's markets forward in the period ending 17 Oct. Australia and Manila 
rose on higher metal prices, but Bombay and Taipei fell on domestic factors. 


MANILA: An initial cautious advance 
picked up momentum on improved 
world-market prices of copper and 
other metals, and an easing of local 
treasury-bill rates. Copper producer 
Atlas-B gained 11.8% to P26 
(US$1.22) and Philippine Long Dis- 
tance Telephone improved 8.3% to 
P221, both on overseas buying. Aver- 
age daily turnover was 667.79m shares. 


AUSTRALIA: Higher metal prices car- 
ried the market forward to a three- 
week high. Share prices ended the 
period on rising sentiment. Daily trad- 
ing volume averaged 65.4m shares. 
ANZ gained 18 A cents (15 US cents) 
to A$5.48 and CSR put on 8 A cents to 
A$4.50. Miner CRA gained 64 cents to 
A$8.80 while Renison Gold closed un- 
changed at A$6.70. 


NEW ZEALAND: The market firmed 
on reports that inflation rose by less 
than 1% for the second quarter. News 
focused on Fletcher Challenge and El- 
ders Resources NZFP declaring in- 
terest in state-owned forests, worth 
NZ$2b (US$1.26b), which are to be 
privatised. Brierley firmed 4 NZ cents 
to NZ$1.37. Volume was 39.60m 
shares, worth NZ$56.06m. 


SEOUL: The market rallied on news 
that a schedule for capital market 
liberalisation would be announced 
soon. The index rose 33 points on 
heavy volume, with daily turnover of 
8.6m shares worth an average of Won 
158.3b (US$222.96m). All sectors 
gained. Daewoo Investment & Fi- 
nance gained 13.4% and Ankuk Insur- 
ance was up 1276. 


BOMBAY: Several stocks fell rapidly 
after the government's directive to 
stock exchanges to list new issues of 
company shares at the same price as 
that of old (less rights). Reliance drop- 
ped from Rs 192 (US$13.24) to Rs 163. 
Daily volume averaged Rs 600m. A 
few shares rose, with Seimens up Rs 14 
to Rs 102 while Bajaj Auto gained Rs 
38.75 to Rs 382.50. 


NEW YORK: Investors appeared cau- 
tious, afflicted by 1987 crash anniver- 
sary jitters. The Dow Jones Industrial 
Average eased during the early part of 
the period before ending on a stronger 
sentiment. But volume remained in the 
doldrums, with 729.8m shares traded 
for the week. The Morgan Stanley 
Capital International Index closed 12.8 
points up at 461.4. 
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THE FUTURE ..... We'll be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


We're not just a steel company any more. 
NIPPON STEEL is taking off in new directions 
to meet the needs of a changing world. 
Building on our strong foundation of research 
ability, human resources, market knowhow, 
and the wealth of experience we have 
developed in designing. building, and operat- 
ing our major steel facilities, we are currently 
advancing into new areas of promising and 
expanding enterprises and technologies. 

Steelmaking and Steel-related engineering and 
construction will remain our mainstay, but you 
will see us as a full-range supplier of industrial 
materials, and a corporation involved in 


ae N Pa wide spectrum of new businesses, including 
2 "uv ws 


` 


such fields äs electronic equipment. informa- 

>, gion processing. and telecommunications. 
$^ F We are the new NIPPON. STEEL — and we 
ze plan to be part of your future — whatever your 
requirements are and wherever you may be 


NIPPON STEEL 


The resourceful company! 











Commercial and investment 
banking in one organization? - — 
In Germany we have a name far ito 


You may know us as one of 
Germany's leading commercial 
banks. But did you know that 
we are one of Germany's leading 
investment banks? This unique 
combination is called "universal 
banking" and it's been our business 
for over 100 years. 

As a commercial bank, we 
finance more than 2096 of 


< Germany's foreign trade and 
arrange project financings worth 


(éutsche Bank AG Deutsche Bank AG Deutsche Bank Australia Ltd. Deutsche Bank AG Deutsche Bank AG Other Deutsche Bank branches ^^ 





billions. 


As an investment bank, we 
supply the full range of invest- 
ment banking services, corporate 
stock and bond underwriting in 


Deutsche Bank LZ 


sad Office Tokyo Branch 1 Collins Street Singapore Branch Hong Kong Branch in. the Asia-Pacific region in: 
Bunusanlage 12 . ARK Mon Building 23F Melbourne. Victoria 3000 50 Raffles Place New World Tower Bangkok, Bombay, Colombo: 
000 Frankfurt am Main 1 12-32, Akasaka. 1-chome “Tel. (316541277 Singapore 0104 16-18 Queen's Road ©. Jakarta. Karachi, Kuala. Lumpur, 
lo 169) 7150-0 ; Minato-ku, Tokyo 107 15 Castlereagh Street Tel.: 2 24 46 77 Hong Kong Lahore, Macau, Manila; 

: Tel.: (3) 588-1971 Sydney, NSW 2000 Tei: (5) 84304 00 Pusan, Seoul, Taipei 


Fel. {2} 2388000 - 








particular. Last year alone we 
lead-managed eurobond issues 
for a total of US $ 8.4 billion. 

At Deutsche Bank you will find 
experienced people skilled in uni- 
versal banking. You can rely on 
their ingenuity to identify the most 
efficient way to meet your financi al 
requirements. 

For universal banking -. the 
unique combination of commercial 
and investment banking services — 
consider using the skills and ex- 
perience of one of the world's 
leading banking groups. 

Contact the Deutsche Bank 
Group office nearest you. 





The Premier Club floor with its private lounge and boardroom 
is one of those important differences that distinguish us from 
other hotels in Hong Kong. A unique location in Causeway Bay. 
rooftop function rooms with spectacular views, larger- than-most 
guestrooms and celebrated restaurants, are also part of that 
special Park Lane Radisson difference 


IN HONG KONG, 
THIS ELEGANT HAVEN 
FOR EXECUTIVES 
IS PART OF OUR 
DIFFERENCE. 


PARK LANE RADISSON 


HONG KONG 


310 Gloucester Road, Causeway Bay, Hong Kong 
Telephone: 5-8903355 Telex: 75343 PLH HX Fax: 5-767853 


See your travel agent or contact the hotel direct 
















































“Look after this 
planet, it’s the only 
one we have” 


A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they’re only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have. 


Write for further information to 


WWE International, CH-1196 
Gland, Switzerland. 














WWF 
World Wide Fund For Nature 


-JUST PUBLISHED! 
(O8UCUINESC MLL NN 


BASIC LAW, BASIC QUESTIONS 


You can’t afford not to read it 


wo On April 28, 1988, Peking made public the most important 
l ; concrete development affecting Hong Kong's future yet: the first 

draft of the Basic Law. The Basic Law is the mini-constitution 
that will govern Hong Kong once the Union Jack is lowered for 
the last time on June 30, 1997, and the territory's 5.6 million 
people are looking at it closely to see whether it guarantees the 
precious rights and freedoms spelt out in the Sino-British Joint 
Declaration four years ago. 





This book is the first to deal with the implementation of the 
Sino-British Joint Declaration and the Basic Law. Seven 
prominent members of the Hong Kong community raise critical 
Hard Cover —218pages Issues for Hong Kong's future that will come under increasing 





pany public debate as the countdown to 1997 continues. 

: pores een —7 The foreword is by David Bonavia, former Peking correspondent 
John Walden — Author for the Far Eastern Economic Review and now a columnist for the 
E aia ek South China Morning Post. Mr. Bonavia is author of several 
un SE petra books, including Hong Kong 1997: The Final Settlement. 


Denis Chang — Lawyer 


Published by Review Publishing Co. Ltd. 


$ Publisher of the Far Eastern Economic Review 
Foreward Edited by William McGurn - Asian Wall Street Journal 
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Bangkok 10501, Thailand. 





Thenew SCHOOL OF MANAGEMENT of = TS 


THE ASIAN INSTITUTE OF 
TECHNOLOGY 


introduces its 20-month MBA program in 


MANAGEMENT OF TECHNOLOGY: 


Applicants are expected to have good academic 
qualifications (including a 4-year bachelor’s degree), 

an acceptable level of written and oral English (TOEFL 
test or equivalent), mainly though not exclusively an 
engineering or scientific background, and preferably work 


Term starts in September 1989 (apply before 
January). Limited number of scholarships are available. 
For details, contact: Assistant Academic Secretary 
(admissions), Asian Institute of Technology. GPO Box 2754, 


NS 


+« Management tools and techniques 

» Behavioral management and environmental analysis 
« Functional management systems 

» Management of technological processes and resources 





Closing date: 30 November 1988. 
Ret: PA. 6.10.2. 


$44 ,342-$49,145 p.a. 


POSTDOCTORAL FELLOW/RESEARCH FELLOW/ 


SENIOR RESEARCH FELLOW, —— 
DEPARTMENT OF ECONOMICS, RESEARCH SCHOOL OF PACIFIC 
STUDIES, THE AUSTRALIAN NATIONAL UNIVERSITY. 


Area: Theoretical and applied studies of economic development and trade, with — 
special reference to the countries of Southeast Asia and the Pacific. Applicants 
must be strong in economic analysis, and who will enhance its work on macro- 
economic problems of Southeast Asia and the Pacific. A short statement of re- 
search plans to be sent with the application. 

Qualifications: PhD or equivalent; evidence required of ability to conduct inde- 
pendent research; some publications in well-recognized journals essential. 
Post: Full-time; primarily research, with possibility of some graduate teaching; 
available July 1989. Secondments from other institutions considered. 


Details: Before applying from the Registrar. 


SALARY: AUSS Postdoctoral Fellow Grade 1 (fixed point}; $25,842-$29,476 
pa; Research Fellow; $29,842-$38,932 p.a; Senior Research Fellow; 


APPOINTMENT: Senior Research Fellow/Research Fellow up to three years.. 
possibility of extension to five years; Postdoctoral Fellow normally two years, 
possibility of extension to three years. APPLICATIONS should be submitted in 
duplicate to the Registrar, The Australian National University, GPO Box 4, Can- 
berra ACT 2601, quoting reference number and including curriculum vitae, list of 
publications and names of at least three referees: The University reserves the 
right not to make an appointment or to appoint by invitation at any time. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER. 
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One Old Stone Square, 
Providence, RI 02903; or 


Fax Mr. JOHN CONLEY, 


; For Finest 
T MANHATTAN RESIDENTIAL 
Townhouse and Apartment Sales: 
STILLMAN ROCKEFELLER 
Rockefeller Center Station 
P.O. Box 1547 
New York, NY 10185, U.S.A. 
Phone: (212) 246-9305. 


Maximise Effectiveness... 
Minimize Cost 
in the Classifieds! 


5-year-old modern office building, convenient to 
New York and Boston, in fast-growing Providence, 
Rhode Island. Building contains 140,000 sq ft of 

Deluxe office space; street-level restaurant; and 
- largeunderground garage. 


Call Mr. WAYNE RIVARD, 
401-751-1480, Rivard Co., 


401-521-7511. Net to Seller US$31.5-Million firm. 
-Prepared to close prior to year-end. 





APPOINTMENT 


OVERSEAS POSITIONS 


Hundreds of top paying positions avail- 
able now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for aii occupa- 
tions. skilled trades, professionals, man- 


agement, technical personnel etc. 

Free details. 

Overseas Employment Services. Dept 
FE, PO Box 460, Town of Mount Royal. 
Quebec, Canada H3P 3C7. 








PERSONAL MISCELLANEOUS. 
THE AMERICAN FILM STAR 
DIPLOMAT HOTEL ) i 
= ELIZABETH TAYLOI 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 








PUBLICATION 





aan MEUM GNE MODA 
(CURRENCY 
| FORECASTING: 
| STAYING AHEAD 
OF THE GAME 


| Currency Confidentatis a weekly 
forecasting service for dedlers, investors and 





business peopie. it shows you how you and 
your company can make a great deal of 

I money out of currency fluctuations and 
movements in interest rates. 

I Every week you will get an overall survey of 
aii the major currencies - where they are and 
where they are heading: explicit foreign 
exchange rate and interest rate forecasts as 

I wel as explicit investment advice. 


Apply now for free sample copy to 
Room D, Eurostudy Publishing Company 
Ltd, Ludgate House, 107 Fieet Street, 
eren ECAA 2AB, England, 
mn umm mUM a um 


If you have something 
to say... sayit 
in the Classifieds! 


HER LIFE, HER CAREEN 


Private Collector Now of 
fering the world's larges 
photo collection for sale 
17,000 photos, press clipe 
pings & more from arounc 
the world. ee 


UNIQUE, RARE, SENSATIONAL 


Ms. S. Cohen 
1275 Eglinton Avenue East 
Unit No. 56 
Mississauga, Ontario 
Canada LAW 222 
(416)238-6395 





An Interesting Investment 
$450,000 U.S. 















Readers 
are 
recommended 


io make appropriate enquiries ari 
take appropriate advice befor 
sending any money, incurring am 
expense or entering into a bindir 
commitment in relation to an ad 
vertisement. TheFarEastemEcon 
omic Review shall not be liable t 
any person for loss or damage in 
curred or suffered as a result of his 
her accepting or offering. to accep 
aninvitation contained in any adver 
tisement published in the Review. 





PROPERTY 


“Imagine buying in Miami 
or Honolulu at half the price 
and twice the potential? 


Resort Property 
T Investment Seminar 
Australia’s Gold Coast 


The Gold Coast, Australia’s leading 
tourist resort area, is just starting to 
become an international resort, but 
at property prices that are relatively 
low compared to other international 
resorts around the world. 








It’s the same ground floor 
opportunity you could have had in 
America’s great international resorts 
some years ago. 


Max Christmas Pty Ltd, the leading 
Gold Coast real estate company, is 
conducting a special seminar on the 
property investment opportunities. 
You will hear expert Australian 
speakers on: 


Telephone or post this coupon now for details 
of the seminar in your city. 


KUALA LUMPUR 
(Seminars 31st October or 1st November) 
Mr. Dato’ Abdul Rahim Rahman, 
Rahim & Co, 

F Chartered Surveyors Sdn. Bhd. 
P.O. Box 11215, 50738. KUALA LUMPUR. 
Tel: 03-2919922 


SINGAPORE A . 
(Seminars 4th or 5th November) ] @ Overseas Investment regulations 
Mr. Vincent Wee, - how you can simply comply and 
Dominion Auctioneers Appraisers and f other legal details for overseas 
Agents (S) Pte. Ltd., investors. 

60 Cecil Street #3-01/05, SINGAPORE. 0104. à € Accounting procedures for 


Tel: (65) 2218888 overseas investors and structuring 
f HONG KONG ISLAND OR KOWLOON your investment for maximum 

(Seminars 7th or 8th November) return. 

Mr. Eric Chin 

Dominion Surveyors Ltd 

Room 1109 Tsimshatsui Centre 

66 Mody Road, Tsimshatsui East, KOWLOON. 

Tel: 3-7390888 


NAME: 


@ Financing your investments easily. 


@ Four investment opportunities 
open now. Four projects currently 
underway, available to international 
investors. 





Attend the seminar at no obligation 
or cost. Fill in this coupon or 
telephone today, to register for the 
session which suits you. But hurry. 
Seating space is strictly limited! 


ADDRESS: 











V i Pty. 
TEL: A VY Max Christmas ?! 


L Szus ma N met DOMINION 
m— u— A umm Qmm GERE NEED UEM RED RN Se RAHIMGCO SURVEYORS LIMITED 























LETTER FROM SEOUL 


















So has survived the largest 
onslaught of foreigners since the 
Korean War and the city acquitted itself 
well, though there were a few cases of 
oversensitive nationalism. But one for- 
eign issue did not leave with the tourists: 
AIDS. It is a fear that is not confined to 
South Korea, of course, but it is in 
South Korea where fear of AIDS takes 
on its most xenophobic form. 

For many, AIDS has come to sym- 
bolise the danger of exposing South 
Korea to foreign influence. Newspaper 
articles on AIDS painstakingly details 
how the infected person had sexual con- 
tact with a foreigner, or with a Korean 
who had been involved with a foreigner. 
That partly reflects the limited number 
of AIDS cases, but it also betrays the 
government policy of trying to frighten 
Korean women into avoiding sex with 
foreigners. 

The task of scaring Koreans away 
from foreigners is relatively easy, since 
in Seoul as well as the rural areas it is 
casually assumed that any Korean 
woman walking down the street with a 
foreign man is probably a prostitute. 

Student radicals take the most ex- 
treme position on AIDS. Not only is 
AIDS a problem brought by foreigners, 
it is tangible evidence of the damage of 
foreign oppression. Student radicals see 
AIDS as a disease of the US military oc- 
cupation, and use the disease to buttress 
their call for US troop withdrawal. The 
issue, say some students, is not the 
danger that North Korea might invade if 
US troops were withdrawn, but the Ko- 
rean people's ability to determine their 
own fate. Toss out the foreign devils, 
reunify the Korean people, and banish 
plagues like AIDS from the land. 
(North Korean propaganda, which 
ceaselessly taunts the South for its re- 
liance on foreign troops, portrays Seoul 
as a city infested by AIDS.) 

The US military, under increasing 
attack in the South Korean press, re- 
sponded in mid-October by laying out 
its policy on AIDS testing. Military per- 
sonnel are tested every time they donate 
blood, are treated for a sexually trans- 
mitted disease, check into hospital or go 
to their physician for a routine exam. 
Anyone testing positive is immediately 
transferred back to the US. In 1987 15 
US soldiers in South Korea tested posi- 
tive; so far this year four cases have 
been found. 

The most obvious shortcoming of 
this analysis, within a Korean context, is 
that Korean businessmen are notorious 
for their womanising. With more busi- 
nessmen travelling abroad, it is a good 
bet that some of those travelling sales- 
men have brought AIDS back to South 
Korea. 

The role of Korean men in spreading 
AIDS has buttressed the country's 
E energie women's movement. Ten 








civic groups, led by women's organisa- 
tions, kicked off a campaign recently 
calling for the government to require 
AIDS tests for Olympic visitors. Al- 
though South Korean officials last year 
initially promised to test all Olympic 
athletes, officials and tourists for AIDS, 
they quickly backed down and brushed 
aside the more recent calls for testing. 
With the Olympics over, however, South 
Korea may join Saudi Arabia as the only 
countries to require visitors to provide 
AIDS-free certificates. 

But this xenophobic anti-AIDS hys- 
teria is hardly limited to journalists, 
feminists and radical students. On a po- 
pular comedy show recently, an actress 
lectured her dog to remember that it 
was “a pure Korean dog." She ad- 
monished the dog to “be proud that you 
are a pure Korean," and not to mess 
around with foreign dogs, “who proba- 
bly all have diseases." 

There is much more going on here 
than simply fear about AIDS. The Ko- 
reans are proud of what they have ac- 
complished, yet tremendously insecure. 
They worry that their culture is not “ad- 
vanced," and that it will be swept away 
in a tidal wave of foreign influence — or 
destroyed by disease. 


Ko hangs off the vast mass of Asia. 
Against the odds, it has managed to 
cling to its own language and culture for 
thousands of years, despite repeated in- 
vasions by the Japanese and the indig- 
nity of being a tributary state of China. 
Foreigners have seldom been good 
news for the Koreans. Forced open in 
1876 by a Japanese naval force, Korea 
quickly became a coveted prize for re- 
gional powers. China, Russia and Japan 
jousted over the strategic peninsula. 
Japan took over Korea in 1905, follow- 
ing the Russo-Japanese War, and im- 
posed a brutal colonial regime on 

















(ai 
Korea which tried to wipe out the Kow 
rean language, Korean names ane 
Korean culture. 

After World War II another group os 
foreigners, the Russians and the Ameri 
cans, came in and partitioned the counil 
try. The South has relied on America» 
troops and the American nuclear ume 
brella ever since, while the North hag 
pursued a bizarre inward-looking polic“ 
of self-reliance known as juche. 

While it is telling that Koreans 
choose to focus on foreign contamina 
tion, they are unable to be frank enougW 
on the subject to develop educational 
programmes to slow the spread œ 
AIDS. 

Perhaps foreigners, at least, will be 
nefit from a touch of anti-AIDS educa 
tion thanks to Korean fears. At the 
Olympics the South Koreans hande 
out free condoms to Olympic athletes, 
along with AIDS education pamphlet: 
in six languages. It seems that whas 
some South Koreans would like to do 
however, is simply to put a big condoni 
over the Korean peninsula and seal it of 
from the rest of the world. 

Some South Koreans, though, think 
they can make a quick buck from the 
AIDS panic. Samchully Pharmaceuti 
cal, which apparently reverse-en 
gineered the anti-AIDS drug AZT (o3 
retrovir), is now advertising the drug tc 
visitors. Glossy pamphlets boast tha? 
visitors can buy a bottle of 150 AZT pills 
for US$100, less than half the price ii 
sells for in the US. Ironically, if Sam: 
chully's sales pitch catches hold, South 
Korea will find that it is attracting the 
very AIDS patients it is trying to keep 
outside its borders. — Mark Clifford 








JOHN McBETH 
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A THOUSAND MILES ON FOOT. 


To the North Pole 


by dogsled, sextant and 
Rolex Chronometer. 


The Steger International Polar Expedition, 
a team of seven men and one woman, set out 
on March 8th, 1986, from Ward Hunt Island, 
the northernmost tip of 
North America. 

Their aim was to 
reach the North Pole by 
foot and dogsled without 
any outside help. The dis- 
tance they were to cross 
was around 1,000 miles. 

Success would have to 
depend on the strength and stamina of the 
animals and the conditioning and experience 
of the people. And on the accuracy of the 
Rolex chronometer worn by the navigator, 
Paul Schurke. He relied purely on his sextant 
and his Rolex to plot their position at 
regular intervals. 

At times, temperatures were 70°F 
below zero. They had 60mph winds 
to contend with. 

They encountered ice ridges 40 ft. 





PAUL SCHURKE, 
SEXTANT AND ROLEX. 


THE ROLE 


high and sudden open patches of free-- 
ing water. i 

They lived on a high fat diet of 700. 
calories a day, nearly three times th ` 
intake for a normal adult. 

It featured butter peanut butte; 
cheese, noodles and oatmeal. 

On May Ist the team reached the Po! 
with only 10lbs of food left between then 
Only then did they radio to summon aircra/ 
to pick them up. 

Will Steger and Paul Schurke know bette 
than most what endurance is demanded o 
equipment in the polar wastes. Their choic 
of Rolex was proved correct by its precis 
performance. 

Their arrival point, checked W J 
by satellite was 89° 59.9" Just 
100 yards from the North Pole. ROLEX: 


Rori A 4 


|| 
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X GMT-MASTER CHRONOMETER IN STAINLESS STEEL. ALSO AVAILABLE 
IN 18CT. YELLOW GOLD OR IN STEEL AND 18CT. YELLOW GOLD. 


